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SUBMISSION OF 
GOVERNMENT OF SASKATCHEWAN 


Appearances: 
Hone eh .CuanNoiiichs -~ Minister of Agriculture 
W.H. Horner - Deputy Minister, Departmen: 
of Agriculture 
W.G. Doherty - Attorney-General's Department 
Charles Schwartz - Economic Advisory and Planting 


Board 


THE CHAIRMAN: If) you, wall comes Fo.,order, 
we will open the hearings of the Royal Commission on 
Price Spreads of Food Products in the Province of Sask- 
atchewan. 

At our opening session in Vancouver, we 


put on the record certain procedures whicn the Com-: 


mission will follow in regard to hearings. en rte ire 
is any information which anybody wishes on these 
matters, the information may be obtained from Mr. 
John Dawson, the Secretary of the Commission. 

Tre first brief is to be presented on 
behalf of the Government of the Province of Sask- 
atchewan. I believe that the Minister, Mr. Nollett 
is here for purposes of presentation of this brief. 
We will be glad to hear from you now. 

May I say we are very happy to be in the 
province. We appreciate the hospitality which 
has been prepared for us here, and the welcome 


which we have received. 
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We are very grateful to the province for 
coming forward with this submission, Mr. Nollett. 
Will you now present it? Perhaps you would like 
to introduce your colleagues to us. 

HON. MR, NOLLET®: Well, Mr. Chairman, I 
would like to reciprocate by extending to.you,.sir, 
and the Members of your Commission a most sincere 
welcome to this province and you can be assured that 
the information that we are endeavouring to provide 
the Commission with we hope will be of benefit to 


you in your deliberations and we hope too that as a 


| 


| 
| 


result of the information that we have provided to 
you, you will be in a better position to make your 
recommendations to the Government in regard to policy 
decisions. 

I had rather hoped, sir, that the Terms of 
neference of the Commission would have been broader 
sO nave included the comphete aspect with regard 
to the farm industry because, after all, farmers 
are vitally involved in connectign with price 
increases in another direction relating to farmer's 
production costs. 

However, these are not your Terms of 
Reference, and we will endeavour, in our presentation, 
to deal with this matter of price spreads in its 
broad aspects, rather than dealing with them in 
an isolated manner. 

I think after the presentation, which I 
will make to you shortly, sir, there are some more 


specific submissions to be made by the Deputy Minister, 
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Mr. Horner, dealing with certain aspects of the 
problem. 

Before I make my presentation to you, sir, 
the legal counsel, who is not in the traditional sense 
a legal counsel, is in attendance here and may be 
able to provide any technical information that may 
be required. 

I think he has some observations to make 
before I proceed with the Government's submission, 
Bir, 

MR. DOHERTY: Mr. Chairman, Members of the 


Royal Commission -- 


| 
| THE CHAIRMAN: I wonder if we may have your 
| name for the record? 
| MR. DOHERTY: My name is W.G. Doherty, sir. 
| THE CHAIRMAN: Thank you. 
MR. DOHERTY: Mr. Chairman, Members of the 
Royal Commission on Price Spreads of Food Products: 
I have been privileged to have been chosen as counsel 
for the Saskatchewan Government in the presentation 
of material to the ComnissioniviLojust theughmal 
would briefly outline the form that the presentations 
will take. 
There will first be the main brief pre- 
sented by the Honourable I.C. Nollett, the Minister 
of Agriculture and in the presentation of this brief 
he will be assisted by Mr. Horner, the Deputy 
Minister of Agriculture and Mr. Charles Schwartz, 
the Agricultural Economist. There will then be 


three supplementary submissions. First the submission 
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on price spreads of hogs and eggs presented by 

W.A. Horner, Deputy Minister of the Department of 
Agriculture. Secondly, a submission by the Saskat- 
chewan Milk Board, presented by Mr. J.E. Ridley, 
Chairman of the Milk Control Board; and thirdly, a 
Supplementary submission from the Saskatchewan Fish 
Marketing Services presented by Mr. W.A. Houseman, 
Chairman of the Marketing Services Board. He will 
be assisted by Mr. D.F. Corney, Manager of the Fish 
Marketing Board. 

I would like now so call upon the Honourable 
Mr. I.C. Nollett to make the presentation of the main 
brief for Saskatchewan. 

HON. MR. NOLLETT: Before going on, I 
thought perhaps the Commission would like to see the 
people that are here today with me and to recognize 
them by actually seeing them. I would therefore 
ask Mr. Ridley, Chairman of the Milk Control Board to 
stand up and Mr. Payne, the Poultry Commissioner. 

He is advisory. 

Mr. Brinklebank, Director of the Plant 
Industry Branch and Mr. Campbell, the Assistant 
Poultry Commissioner. 

That takes care of everyone as far as 
that group is concerned. Then I have Mr. Horner 
to my right and Mr. Schwartz to my left. That 
pretty well takes care of my own department. Then 
there is Mr. Fowler and Mr. WJ. Hamilton. That is 
about as far as my range of responsibility goes 


on the matter of introductions, sir. 
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I understand sir, that the presentations 
have been pretty informal, that questions are asked 
at times during the course of the reading of the 
brief. However you wish to handle this, sir, will 
be thoroughly satisfactory to us. 

THE CHAIRMAN: We will probably not wish 
to interrupt you reading, but we may ask some 
questions afterwards. 

HON, MR, NOLLET?: Thank you, 


THE CHAIRMAN: Thank you. 


Regina, Saskatchewan, 
Apreids dO. L958 


Mr, Andrew Stewart, 

Chairman, F 

Royal Commission on Price Spreads ef 
Foed Products, 

Ottawa, Ontario. 

Dear Mr. Stewart: 

I am pleased to transmit to your Commission 
a brief setting forth the views of the Government 
of Saskatchewan on the problem of price spreads 
of food products. 

We have noted the terms of referemce of 
your Commission particularly that section which 
calls for an inquiry into "....the extent and 
causes of the spread between the prices received. 
by producers of food products of agricultural and 


fisheries origin and the prices paid by consumers 


therefor". The attached brief, prepared co- 
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operatively by the Economic Advisory and Planning 
Board, the Department of Agriculture and the 
Department of Co-operation, endeavours to probe 
the broad outlines of the problem as it affects 
consumers and farmers in Canada, Supplementary 
submissions, concerned with certain local aspects 
of price spreads, will be presented at the 
Commission's hearings by administrative agencies 
of the Provincial Government. 

I trust that the information and expressions 
of opinion tendered on the occasion of the 
Commission's hearings in Regina will be of interest 
and help to your inquiry. 


Yours faitnrulLly; 


(Signed T, C, Dougias, 
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Introduction: The Province of Saskatchewan 
has a twofold interest in the question of price spreads 
on food products. We are concerned first of all wit 
the relationship between price spreads and the cost 
of food to the consumer. second, as the largest 
Single "surplus" food producing province in Canada, 
we are vitally concerned with the relationship between 
price spreads and the shrinking returns which the farme 
receives for his product. 

The interests of consumers are best served 
when a wide variety of foods are available in ab- 
undance at reasonable prices. The price spread or 
marketing margin represents a cost to the consumer. 

The size of the price spread, therefore, is an im- 
portant component of consumer living costs. Any in- 
crease in the spread tends to restrict consumption, 
either of food or of some other item of consumer 
goods. Among low income groups, for whom food makes 
up a large share of consumer expenditures, the effect 
is particularly severe. In general, then, consumers 
are interested in minimizing the cost to them of 
essential marketing services. 

An increase in the price spread has even 
more serious consequences for the farmer. First, 
because he occupies an inferior bargaining position 
in the market, any increase in marketing margins tends 
to be reflected in a lower farm price for the product. 
And second, because of its restricting effect on 
consumption, such an increase also tends to ‘duce 


demand and lower the volume of marketings. This, 
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in turn, reinforces the downward pressure on farm 
prices. so the farmer, too, has a vital interest 
in minimizing the price spread. 

Events since 1951, detailed in the section 
which follows, point up sharply this community of 
interest between farmer and consumer. During this 
period farm prices across Canada declined substantially 
yet the consumer index of food prices at the end of 
1957 was actually higher than it was in 1951. Con- 
sumers and farmers have both suffered as a result. 

the present: Drier Ts confined to probing 
the broad, comprehensive outlines of the problem as 
it affects consumers and producers in Canada. 

Certain local illustrations will be presented in 
supplementary submissions by administrative agencies 
of the provincial government. This division is quite 
deliberate because, we believe, the policy questions 
involved are so fundamental that they deny the 
effectiveness of isolated piecemeal treatment of 

the problem. 

In the sections which follow we first 
examine recent trends in price spreads, in consumers! 
food expenditures and in returns to farmers. We 
also consider certain factors related to marketing 
margins. We suggest certain areas which we believe 
it would be fruitful for the Commission to investigate. 
And finally, we summarize our conclusion and the 
policy objectives which, we suggest, should guide the 


Federal Government in its remedial action. 
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The Problem of Price Spreads: To define the 
problem of price spreads it is necessary to "take apart! 
consumer food prices and look at the components. The 
changes in the size and composition of the farm- 
retail spread over time are examined first. Then 
the relation of the spread to consumer food prices and 
to producers! returns is considered. Finally, certain 
related factors -- rigidity, integration, and efficiency -- 
are examined as they appear in the Canadian market 
structure. 

As used in this brief, the term "farm-retail 
spread" means the difference between the retail price 
of a product and the payment to farmers for an 
equivalent quantity of farm products. In its essential 
aspects, consumer expenditure for food products is 
made up of two parts: (1) payments to farmers 
(or "farm prices"), which represent primarily 
returns for the production of raw materials used in 
food products; and (2) payments to agencies that 
assemble and process these raw materials and perform 
other functions to get food products to consumers in 
a particular form, time and place. It is the second 
series of payments which constitute the farm retail 
spread, also referred to as "marketing margin" or 
"marketing charge". In it are contained the payments 
received or charges made by all agencies performing 
services to consumers -- including local assembly 
of farm products, processing, storage, transportation, 
wholesaling and retailing. 


The Farm-Retail Spread: An examination of 
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average annual marketing margins for seven basic food 
products from 1935-1956 reveals that all have graduall 
increased (Table 1). It is not necessary to refer 
to them sir. Just to note them. 

THE CHAIRMAN: Thank you. 

HON. MR, NOLLETT: If there are any question 
in connection with tables, I assume the Commission 
has examined these tables, then I have Mr. Schwartz 
on my left here who would be very pleased to clear 
up any question that might bear on the particular 
table. 

Increases over the period ranged from 21 per 
cent. for butter to 272 per cent for beef. There. is 
no indication of any break in this general trend; 
in fact, the rate of increase in most cases has be- 
come greater since 1949-51. 

With respect to the most wcent period, 
additional data confirm the rapidity with which the 
spread is increasing. Table 2 shows a composite 
index for the marketing margins of 14 food products. 
Between 1949 and 1956, this index increased by 
almost 30 per cent. 

To approach the spread from another directio 
In 1956 the aggregate Canadian marketing margin for 
food products exceeded the gross returns to the 
farmers who produced them. The cost to Canadian 
consumers of food originating on Canadian farms 
in 1956 was approximately $3 billion. Of this amount, 
the farmers received some 45 per cent, leaving 


a marketing bill of about $1.6 billion. The gross 
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returns to Canadian farmers on domestic consumption 
thus were some $300 million lower than the gross retuims 
to marketing agencies, 

To gain further insight into the factors 
underlying this expanding farm-retail spread, .1t is 
necessary to consider the costs which go into the 
marketing margin. The more important cost factors in- 
clude the following: New or added services, labour 
costs, advertising and promotion, transportation, 
depreciation, taxes and prorices, To what extent 
can we allocate the increase to one or more of these 
components? And then each are taken separately. 

New or added services: There can be no doubt 
that the number and variety of services provided in 
the food marketing process have multiplied in recent 
years. The chain between farmer and consumer has 
been lengthened by pre-cooking, pre-mixing, freezing, 
eviscerating, packaging, and dozens more convenient 
operations. In the United States it is estimated 
that 28 cents out of each food dollar are spent for 
convenience items. The proportion in Canada igs 
probably lower, but there is every indication we 
are hastening to catch up. 

The ready acceptance of "built-in maid 
service" is attributable to several factors: (1) 
incomes have been increasing: (2) year by year a 
larger proportion of consumers live in urban settings 
where the convenience foods are readily available; 
and (3) a rising proportion of women, including wives, 


are joining the labour force. 
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It is argued that the added costs of these 
extra services have been offset, in large part by 
savings. Pre-packaging, for example, permits self- 
service, thus cutting retail labour costs. It also 
helps reduce spoilage of some products. Savings 
in transportation and storage may have some effect 
with respect to the processing of highly perishable 
products. 

Nevertheless, the fact remains that each 
new service represents a cost to be added. While 
there are no conclusive data, it seems quite improbabl 
that offsetting savings make any major dent in these 
new costs. This conclusion is reinforced by the 
rapid expansion of the food processing industry in 
Canada --an expansion which included $577 million in 
new investment between 1949 and 1955 (Table 3). Added 
and refined services have almost certainly been a 
factor in increasing the farm-retail spread. 

Labour Costs: Because labour costs constitut 
the largest single cost category in the processing 
and distributive industries, and because wage rates 
have risen, it is often assumed that a major share 
of the increase in the farm-retail spread can be 
attributed to rising labour costs per unit. 

It is true that the number of employees 
in the food processing and distributing industry 
has steadily increased, and that the wage Pads 
has gone up at an even faster rate. Table 4 shows 
that the number of employees in the food and beverage 


industry in Canada has doubled since 1935, and that 
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earnings per employee have increased nearly three 
times. 

These figures alone, however, do not reveal 
anything about unit labour costs. When we examine 
productivity indicators, we find that value added per 
employee has increased even more rapidly than earnings. 
Referring again to table 4, earnings per employee in 
the food and beverage industry, in the decade 1945- 
1955, increased from $1,438 to $2,770 or 93 per cent. 
At the same time, value added per employee increased 
96 per cent. 

The increase in productivity is even more 
marked ainong some of Saskatchewan's major food pro- 
cessing industries (Tables 5 and 6). In the flour 

and feed milling industry, between 1945 and 1955, the 
average wage went up 92 per cent; the net value of 
production per worker rose 198 per cent. Slaughtering 
and meat packing shows a similar relationship: LTO 
per cent in earnings to 144 per cent in productivity 

It is clear that, in general, increases in 
labour productivity in food processing more than match 
increases in wage rates in the post-war period. 

It follows from this that labour costs per unit of 
service added cannot have increased appreciably. 

This in turn suggests that any increase in labour 
costs reflects primarily the addition of new services 
in the marketing process. 

Two other observations are worthy of note 
in connection with labour costs. The first is that, 


despite increases since 1945, the average wage in 
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the food products industries remains below the average 
in manufacturing industries generally (Tables 8 and 9) 
and second, a general rise in labour income tends to 
offset the higher costs associated with it by in- 
creasing the effective demand for food. 

Advertising and Promotion: Between 1944. 
and 1954, annual advertising expenditures in Canada, 
and I take it this means total advertising expen- 
ditures in Canada -- increased from slightly more 
than $100 million to nearly $400 million. Food 
marketing agencies -- particularly food processors -- 
have contributed to this rapid growth in expenditure. 
A survey of Canadian advertisers shows that in 1954 
the food and beverage industry had one of the highest 
ratios of advertising expenditures to total sales -- 
1.62 per cent. Only two other industrial groups 


exceeded this ratio. 


The ratios for some product classes were con- 
Siderably higher than the industry average. Breakfast 
foods, for example, commanded advertising budgets con-« 
stituting almost 12 per cent of sales. In some cases, 
this cost exceeds the farm value of the grain in 
the package. I kind of had that made known to me 
this morning when I was eating breakfast. 

Other product classes together with their 
ratios include: Distilled liquors, 3.50; macaroni 

and kindred products, 3.48; fruit and vegetable prep- 

arations, 3.01; bread and other bakery products, 

1.28; and meatpacking, 0.45. 


If we apply the industry average ratio.of 
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1.62 per cent to the known sale value of products 
shipped by food and beverage firms in 1954, we 
arrive at an indicated advertising expenditure close 
torgoO0omilliony= "This figure; of course, does not 
include advertising by wholesale and retail distri- 
butors. 

Even at the retail level, sales and promotion 
can have a significant impact on margins. Food stamp 
plans, for example, have been cited as increasing con- 


sumer costs -- and then there is a note: 


"The facts are that stamps add from 
@to 3 per cent to a merchant's cost of 
doing business -- and the only way he can 
recover that cost is by charging higher 


prices for the food he sells." 


Advertising and promotion costs do constitute 
a Significant portion of the marketing margin. And, 
if food advertising costs have grown in proportion 
to the increase in expenditures for all advertising 
since 1944, they account for a growing share of the 
farm-retail spread. 

The most pertinent question to raise in con- 
nection with advertising costs is the value of product 
differentiation to the consumer and the farmer. 

This aspect is commented on in a later section. 

Transportation: In the United States trans- 
portation charges make up from 10 to 15 per cent of 
the farm retail spread, and it is reasonable to assume 


that the share in Canada is no lower. Certainly, 
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transportation costs have been rising in Canada 
during the post-war years. Eight general rate in- 
creases totalling 119.8 per cent were granted the 
railroads between 1948 and 1957. A further increase 
of 3.6 per cent is pending. 

While the effect of transport costs on the 
retail price varies widely from product to product, 
increases in total are directly reflected in the 
farm retail spread. 

Depreciation: In recent years the food and 
processing industries have made extensive application 
of assembly line procedures, mainly through capital 
intensive investments. One result has been to make 
obsolescence a very real factor to be added to 
use depreciation. Customary depreciation allowances 
which consider only the use value and physical de- 
terioration of plant and equipment are no longer 
adequate. The reduction in labour costs achieved 
through the installation of new equipment and changes 
in the layouts of plants, warehouses and stores are 
offset to some extent, of course, by the costs 
arising from such investments -- particularly main- 
tenance and depreciation costs. 

Taxes ¢ There are strong indications that 
taxes have kept pace with the overall rate of increase 
in the marketing margin, if they have "Moc. 2 fact, 
exceeded it. While no data are available for 
Canada, in the United States it is estimated that 
the aggregate tax share borne by food amounts to 


between 20 and 25 per cent of the total cost of 
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producing, processing and marketing food. The share 
in Canada may not be so high, nevertheless, two facts 
are clear: Taxes have increased in post-war years, 
and they do play an important role in the marketing 
sector. 

Profits: Profits per unit of food sales 
in the post-war period have shown less of a steady 
upward trend than the farm-retail spread as a whole. 
Table 10 (a-d) shows that, for a representative 
group of food companies, profits (before taxes) per 
dollar of food sales have varied widely since 1946. 
The profits of representative canning and packing 
companies, for example, have varied from .7 to 16 
Der weeny Of Sales; orofits of dairies from-i.i to 
2.1 percent. The profit margin related to sales 
appears to have moved upward for most food marketing 
firms during the past five years, but no strong trends 
emerge clearly. 

While profits per dollar of sales indicate 
the importance of profits as a component of the unit 
retail price of food, this ratio is less satisfactory 
as a measure of profitability than returns on capital 
investment. A product which is highly valued 
relative to services performed and which enjoys 
rapid turnover may yield investors a high. rate of 
return despite a low rate of profit per unit. 
Referring again to Table 10 (a-d) it may be seen 
that the net rate of return on investment is certainly 
up to par for most food companies. 


In themselves, profits tell us little about 
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the marketing margin. They must be related to the 
efficiency or the distributing system as a whole and 
of its individual parts. These questions are considered 
at a later point. 

Summary: To summarize recent trends, then, 
it is first of all apparent that the farm-retail 
spread has increased steadily since World War II, and 
that the rate of increase has become somewhat steeper 
Since 1951. As a result, today the share of the con- 
sumer's dollar which goes to processors and distri- 
butors is considerably greater than the share which 
reaches the farmer. In part, it seems clear that 
some of the increase in the farm-retail spread is attri- 
butable to general inflationary pressures on marketing 
costs. However,there are also strong indications that 
some factors have been operating independent to widen 
the margin, particularly the addition of new consumer 
services and the expenditure of more money on ad- 
vertising and promotion geared to product differentiation 
Because of increases in productivity, labour costs 
do not appear to have been an important factor in 
widening the farm-retail spread. 

Consumer Expenditures on Food: How has the con- 
sumer fared during this post-war period marked by a 
steadily widening spread between farm and retail 
prices? What are the relationships between the 
spread and consumer food expenditures? 

Pirst of all, the food bill has increased. 
Between 1945 and 1956 Canadian food expenditures rose 


from $1.9 billion to $4.3 billion, an increase of 
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129 per cent (Table 11). A substantial proportion 
of this increase, of course, is directly attributable 
to population growth. On a per capita basis, how- 
ever, the average Canadian spent almost $270 on food 
in 1956, up 73 per cent from the 1945 level. 

If we further refine per capita expenditure 
to reflect changes in the level of purchasing power, 
the increase loses much of its significance. In 
constant dollars (1949 =100), per capita expenditures 
for food in 1956 were virtually the same as they were 

| in TO45: (Table WT). 

Moreover, the Canadian consumer in 1956 was 

| buying more of the so-called "protective" foods than 
he ‘did Aan“1945, The per capita consumption of meats, 
eggs and most dairy products has increased steadily 
since 1945 (Table 12). This trend has more than 
compensated for the decline in consumption of cereal 
grains. 

Other evidence tends to confirm that the 
retail price of food, when related to purchasing power, 
is quite modest. Table 13, for example, shows that 
the quantity of certain staple food products which 
could be purchased with one hour's industrial wages 
was larger in 1956 than at any time in recent history. 
Similarly, total food expenditures as a portion of 
disposable income declined slightly between 1945 
and 1956 -- from 22.4 to 21.6 per cent (Table 11). 

It appears, then, that food prices have 
not advanced more rapidly than prices in general, nor 


have food expenditures come to consume a larger part 
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of the average Canadian's income. 

At the same time, it is quite certain that 
many low income families are required to spend a very 
large share of their incomes on food. This situ- 
ation is implied in the data contained in Tables 14 
and 15. The first shows that the average food ex- 
penditure for an urban family with three children 
in 1953 was nearly ao. The second indicates that 
nearly half of the urban families and unattached in- 
dividuals earned less than $3,000 in 1954. The sug- 
gestion is inescapable that many had to spend up to 
half what they earned on food. Even in prosperous 
times, therefore, there remains the problem of the 
low-income consumer. It is important that we do not 
confuse this problem of income distribution with the 
problem of the level of food prices. As we have seen, 
food prices have maintained a fairly stable relation- 
ship with the general level of purchasing power. 

Returns to Farmers: In the five years 

following 1951, retail food prices as reflected in 
the food component of the consumer price index de- 
Chane DiS sper ‘cent. At the same time, the index 
of farm prices in Canada fell almost 23 per cent. 
It is true that these indexes do not measure price 
changes for exactly the same farm products. Never- 
theless, it is immediately apparent that the consumer 
has benefitted little from the sharp drop in farm 
Draces. 

What has happened, in fact, is that the 


farm share of the consumer food price has dropped and 
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the marketing margin has increased. The farm share, 
which amounted to 51 per cent in 1951, amounted to 

only 45 per cent in 1956, with indications that it might 
drop still lower. In the United States, the farm 
share has already fallen to 40 per cent. 

Table 16 shows the trends in the farm share 
of the retail price for each of several commodities 
annually since 1935. Again the trend which has be- 
come definitely established in the post-war period 
is one of gradully declining farm shares, with the 
farm percentage dipping most sharply in the period 
Since 1951. 

Reviewing the facts thus far, it is clear 
that the growth in marketing margins has impinged on 
farmers! returns most critically in the period since 
1951. Retail food prices have remained relatively 
stable, declining about 3 per cent. Marketing margins 
for 14 basic commodities, rose 15 per cent from 1951- 
1956 (Table 2). At the same time, the index of 
farm prices for these same commodities declined by 
more than 16 per cent. The results are clearly 
reflected in the farm share of the retail cost which, 
Table 2 shows, dropped 12.4 per cent from 1951 to 
1956. 

Or, to summarize in a slightly different way: 
In the period since 1951, the general level of retail 
prices has continued to rise. Retail food prices, : 
however, have failed to keep pace, actually remaining 
quite stable. The marketing margin, in part res- 


ponding to the general inflationary pressure and in 
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part to the addition of new costs, has increased even 
more rapidly than the general price level. The 
residual (farm price) has as a result declined 
drastically. 

Rigidity of Marketing Margins: This situ- 
ation is explained in part by the rigidity of marketin 
margins. It is well established that marketing margins 
are relatively unresponsive to changes in the retail 
price of food. Thus, in a period of rising food 
prices they tend to increase more slowly, making up 
a smaller share of the consumer price. Conversely, 
when prices fall, margins remain quite "sticky", ab- 
sorbing a larger and larger share of the consumer pricd, 
the lower it falls. 

At the same time, we have observed a definite 
long-run trend towards an increase in the farm retail 
spread. As each new link is added in the chain be- 
tween farmer and consumer, flexibility is restricted 
to a smaller and smaller portion of the retail price 
(the farm share). Consequently, at each downward 
turn of the cycle, the reaction upon farm prices is 
more severe. 

The farmer's position is further complim ted 
by the fact that the price he receives for much of 
his production is determined, not in the domestic 
market, but in the export market. This and other 
factors frequently cause food prices to follow a 
pattern divergent from other domestic consumer prices. 
The period since 1951 provides an example of the 


severity with which these forces can react on farm incadme: 
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farm costs have continued to climb, marketing margins 
have forged upwards, while farm prices have doppred 
sharply. 

Not only is the farm-retail Spread growing 
larger, but present evidence indicates that marketing 
margins are becoming even more rigid, at least in 
the short run. Our earlier examination of some of 
the components of the farm retail Spread made note 
of Che ir md sinecost, During a general inflationary 
Derlodse Costus of transportation, depreciation, 
interest, taxes, advertising -- all tend to move in 
only one direction: Upward. These costs tend to 
become ingrained in the marketing structure and are 
not materially reduced even in periods of temporary 
recession, This tendency is bolstered by the trend 
towards more and mae marketing services. Thus price 
Plex DL LiCy tin tower marketing system for food products 
appears to be mainly confined to farm prices. 

In no small measure, the flexibility of fam 
prices»aneirelaticn to the rigidity of marketing charges 
reflects the relative bargaining power of the two 
sectors. It is characteristic of agricultural 
production in our society that it is carried on by 
thousands of small producers, none of whom is capable 
of appreciable influence on either supply or price. 

In most respects this is as true today as it was half a 
century ago. In the marketing sphere, however, there 
has been a marked trend towards concentration of 
Services in fewer and fewer firms. This latter 


trend has accelerated in post war years. Consequently, 
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the farmer's bargaining position in the market has tendqd 


to worsen, while processors and distributors are able 
to exert even greater pressure to maintain prices 
for their services. This factor, too, strengthens 
the rigidity (or “one-way flexibility") of marketing 
margins. 

Integration of Food Marketing Industries: 
Many changes have taken place in the food marketing 
industries since World War II. In the freee re- 
tailing, wholesaling and food manufacturing have be- 
come much more highly integrated. 

Since 1947, the number of food manufacturing 
plants has decreased and the average output per plant 
has gone up. As a result, in 1954, 75 per cent of 
the industry's total value of shipments was supplied 
by only 7 per cent of the firms. 

In the retail phase, two definite trends are 
apparent. First, among all retail food stores, there 
is a marked shift from the small unit to the large 
supermarket. Between 1946 and 1954, the number of 
smaller independent food stores in Canada decreased 
by more than 50 per cent, while the sales per store 
went up by 82 per cent (Table 16). Among chain- 
operated stores, between 1947 and 1955 the number of 
stores increased slightly, but the average sales per 
store increased almost fivefold (Table 17). More 
than half of the chain-operated stores have an annual 
sales volume of $500,000 or more. 

The second trend in food retailing is a 


shift toward greater control of the market by 
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chain-operated stores. Table 17 indicates that dollar 
volume of sales through chain stores increased three 
times between 1947 and 1955 and now stands close to 
$1 billion annually. This would constitute roughly 
one-third of total 1956 sales, and there is every in- 
dication that this proportion will continue to grow. 

Among the firms operating chain food stores, 
horizontal integration is proceeding rapidly. Table 17 
shows that the number of firms declined from 52 in 
LOAF toa3s4 2ndi9554 

Another feature of recent developments has 
been an increasing emphasis on vertical integration. 
The largest food chains have acquired bakeries, milk 
processing plants, canneries, bottling plants, cheese 
factories, produce packing plants, and so on. Pro- 
cessors and distributors are extending their influence 
vertically through contract farming. (Contract 
farming involves an agreement between a processor dis- 
tributor and a farmer which guarantees the farmer a 
specified price and market for specified products.) 
In the United States, where this trend is father ad- 
vanced than in Canada, it is described as "one of 
the most significant current developments in agri- 
culture and is likely to continue”. 

The probable result implies by all the 
trends taken together is that fewer and fewer 
firms will each control more and more of the links 
between primary producer and consumer. 

Efficiency in Food Marketing: In the 


narrow sense of rationalizing the marketing process, 
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it can undoubtedly be argued with reason that a 
higher degree of integration of marketing firms 
can contribute to greater efficiency. The problems 
faced in this process are numerous. The industry 
necessarily is complex and decentralized. Many of 
the activities involved in marketing are less sus- 
ceptible to standardization and mechanization than 
are other manufacturing processes. Many operations 
are intermittent and dispersed and involved products 
which vary widely in size, shape and other character- 
istics. Integration, it may be said, can help over- 
come these problems through necessary regrouping and 
through contributing larger sums to technical research. 

Meaguring efficiency in thise sense is 
extremely difficult on the basis of existing data. 
We do know that, in general, while there have been 
very definite increases in productivity per worker 
in the food processing and distributing industries, 
these have probably not kept pace with recent in- 
creases in productivity per worker in some other 
sectors of the economy. For example, the net 
value of production per worker in the foods and beverage 
industry of Canada increased by 96 per cent between 
1945 and 1955 (Table 4); while at the same time in 
manufacturing industries generally the increases 
amounted to 112 per cent (Table 9). 

But whatever progress can be made toward 
rationalizing the processes of marketing there are 
larger aspects of efficiency which, we believe, are 


equally if not more important to the consumers and 
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farmers of Canada. These aspects call into question 
the adequacy of the whole market pricing apparatus, 

the adequacy of public supervision and control of 
marketing, and the relative bargaining positions of 

the three groups in the market: Producers, middlemen, 
and consumers, In other words, our criterion of 
efficiency here is: How well does our marketing system 
meet the ngeds of society, particularly the legitimate 
needs of producers and consumers? 

The radical price fluctuations which take 
place at the farm level under our marketing system are 
too well known to require documentation here. This 
phenomenon is sufficiently universal that United Nations 
experts have commented on it, as follows, and in the 


words of a true expert: 


"The desirable results of price changes -- 
the encouragement of a better allocation of 
economic resources -- ought to be capable 
of achievement without villent instability. 

«+. If prices really had to change by 15 or 
20 per cent from year to year in order to 
achieve minor alternations in about the ef- 
fectiveness of this method of securing a 


desirable allocation." 


I think I could put that in more under- 
standable language, but there it is. It is high class. 

It is highly questionable that the vilent 
random and unpredictable farm price changes which 


characterize our marketing system result in efficient 
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allocation of agricultural resources. Rather, the maiin -- 
and often sole -- impact of sharp declines in prices i 
to lower farm income. This effect is becoming more 
severe as farming becomes more specialized. Realisti 
alternatives have always been few for the farmer; as 
his investment in specialized machinery and other 
resources becomes greater, the range of alternatives 
becomes even narrower. The fact that both the supply 
of and the demand for food products are quite inelasti 
aggravates the problem. The farmer is not compen- 
sated by sufficiently increased consumption of food 
products when sharp declines in prices occur. 

As 6rganized, our marketing system gives ris 
to conflicts of interest between marketing agencies 
on the one hand and producers and consumers on the 
other. For example, as integration progresses and 
marketing becomes concentrated in fewer firms it is 
inevitable that price competition will decrease even 
further and that more resources will be devoted to 
brand advertising and product differentiation. In 
the view of the processor, larger expenditures on 
product differentiation are justified if they serve 
to increase his profits. Both consumer and producer, 
however, might be much better served if comparable 
expenditures were made on improving grading procedures 
and providing more adequate information to guide the 
consumer. In so far as marketing margins contain 
non-productive expenditures of this nature they 
serve to increase costs to the consumer and decrease 


returns to the farmer. 
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Finally, even if we assume maximum op- 
erating efficiency on the part of marketing agencies, 
the question remains: Who under our marketing system 
will reap the benefits? In a practical sense, the 
allocation of benefits among farmers, middlemen and 
consumers rests upon their relative power in the 
market . It is clear that the continuing integration 
of processing and distributing firms has already 
materially strengthened their dominant position 
relative “to the unorganized individual producer (or 
consumer), Purthermore, in a period of abundant 
Supply such as the present, it is obvious that the 
farmer's weaken position is weakened even further. 

Rationalization of marketing processes and 
improvement of marketing efficiency are highly desir- 
able. However, the social objective associated with 
efficiency will not be realized unless the bargaining 
power of farmers and consumers is increased to match 
the growing power of the marketing industries. TLS; 
we believe, poses the most important single question 
of policy with respect to the problem of the farm- 
retail spread. 

Suggested Areas of Study: In the course of 
preparing this brief a number of questions have 
been raised concerning which there is very little 
reliable information. Some of these questions we 
believe to be extremely important to the development 
of public policy concerning price spreads. Particularly, 
we would suggest that study needs to be given to the 


following three general areas, and answers sought 
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to the questions listed under each. 

Ja The continually increasing number and kinds 
of services performed in the marketing process. The 
questions under tnat: 

(a) What is the effect of these factors 
on price spreads? On farm prices? 

(bo) To what extent do consumers have alter- 
natives to accepting added services? 

(c) Is the consumer being informed of the 
cost of services involved in convenience foods? 
2% Product differentiation, premiums and un- 

necessary salesmanship. The question: 

(a) What is the direct effect of these 
factors in terms of added cost, on price 
spreads? 

(b) To what extent do these "motivators" 
interfere with rational consumer choice 
based on objective comparisons? 

(c) To what extent does meaningless 
repetition of brands contribute to marketing 
inefficiencies (duplication of plant, unused 
capacity, etc.)? 

(d) Would not the resources allocated 
to product differentiation contribute a great 
deal more in social benefits if devoted to 
the establishment of more rigid standards 
of quality, to the development of more satis- 
factory systems of grading, and to supplying 
consumers with more adequate information? 
a¥ Effects of the growing integration and con- 

centration of food marketing industries. The questions 


under that heading: 
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(a) To what extent do the size and 
rigidity of marketing margins reflect ad- 
ministration of prices in the marketing in- 
dustries? Relative to price administration, 
what are the implications of further reduction 
in the number of firms in these industries? 

(b) What will be the effects of further 
integration on the bargaining position of 
middlemen relative to farmers and consumers? 

(c) What special dangers are implied 
for farmers in the growth of vertical integ- 
ration (e.g. contract farming)? For con- 
sumers? 

| (d) What public policy measures are re- 
| quired to guard against the dangers of con- 
centrating market power in the marketing in- 


dustries? 


Summary and conclusions: As stated at the 
outset, the Government of Saskatchewan has approached 
the problem of price spreads primarily as it affects 
the interests of consumers and farmers. We believe 
there is much more identity in the interests of 
these two broad groups than there is divergence. 
Pursuit of their interests has led us to examine, 
not only price spreads, but also some aspects of 
the marketing structure itself. 

Following a summary of our observations, we 
have set forth a list of suggested policy objectives 
together with related programs which, in our view, 


are necessary to improve the positions of producers 
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and consumers in the market. 

Conclusions: 1. The farm-retail spréad, an 
the marketing charges which make it up, have increased 
steadily since world War II. In the last seven or 
eight years the rate of this increase has quickened. 
In part, the increase can be attributed to a general 
inflationary trend which has raised costs in the 
marketing sector. In addition, hogever, the evidence 
indicates that the provision of new services and the 
expansion of advertising and promotion have injected 
new costs into marketing margins. 

i Me While wages in the food processing and 
distributing industries have increased, productivity 
per worker since 1946 has increased relatively more. 
It seems clear, therefore, that labour costs per unit 
of service have not gone up appreciably. Any net in- 
crease in labour costs is probably attributable to 
the addition of new services. At any rate, wages and 
salaries in the food marketing industries have tended 
to be lower than those in comparable industries. 

Bi Profits in the food and beverages in- 
dustry have increased, but the upward trend hs been 
less steady than the overall increase in marketing 
margins. Profits related to sales, as reported 
by the industry, do not appear to be excessive. 
Profits related to investment, however, are more im- 
pressive. 

A, Consumer prices for food have not in- 
creased relative to the average level of purchasing 


power. The cost of food does constitute a hardship 
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to a substantial portion of consumers, however, whose 
incomes are below average. It is important that we 
do not confuse this problem of income distribution 
with the problem of the level of food prices. 

Bus Since 1951, the main impact of in- 
creasing marketing margins has been absorbed by the 
farmer. Consumer prices have remained relatively 
Stable, while farm prices have declined substantially. 
The effect of this decline has been the more severe 
because of continued increases in farm costs. 

6. The farm share of the consumer's food 
dollar declined from 51 per cent in 1951 to 45 per cent 
in 1956. Given the continuation of present market 
relationships, the farm share can be expected to 
decline further, mainly due to the influence of the 
following: (1) The general trend toward increasing 
the level of services provided in marketing; and 
(2) the weak bar gaining position of the individual 
producer relative to the increasing bargaining strength 
of integrated marketing firms. The continuation of 
a general inflationary trend will reinforce the up- 
ward pressure on marketing costs. 

hte As the size of the farm share decreases, 
the well-established rigidity of marketing margins 
has an even greater impact on farm prices. In 
other words, price fiexibility is becoming concen- 
trated in an even smaller portion of the consumer 
food price. Indications are that marketing 
margins are becoming even more inflexible: (1) In 


the short run, rising costs tend to become ingrained 
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in the marketing structure due to contractual arrange- 
ments and other factors; and (2) in the long run, the 
increasing concentration of market power ina few 
firms permits greater maintenance of prices for 
marketing services. 

ee Integration of food marketing firms has 
proceeded rapidly in the post war period. Concen- 
tration has assumed the forms not only of horizontal 
combination but of vertical integration as well. A 
continuation of present trends will result in fewer 
and fewer firms controlling more and more of the 


links between farmer and consumer. 


9. While further integration of food handling 
firms may help to rationalize some marketing pro- 
cesses, it can at the same time be expected to accentuate 
major structural inefficiencies in themarket itself. 

(a) Further concentration of market power 

in the hands of fewer buyers of farm products 
will probably tend to reinforce the wide and 
unpredictable movements of farm prices. Farm 
prices will then be even less effective in 
fulfilling their classical function of guiding 
the allocation of farmers! resources. 

(bo) Further concentration in marketing 
industries will undoubtedly lead to less price 
competition and give greater emphasis to 
brand advertising and product differentiation. 

The only result of increasing non-productive 
expenditures of this nature can be to increase 
costs to the consumer or decrease returns 


to the farmer. 
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(c) In the final analysis, the allocation 
of benefits accruing from improved operating 
efficiency will depend on the relative market 
power of farmers, middlemen and consumers. 

The continuing integration of marketing firms 
has already materially strengthened their 
dominant position relative to producers and 
consumers. 

1. The problem of the farm-retail spread 
and its effects on producers and consumers cannot be 
separated from the problem of the imbalance of market 
power between food processors and distributors on the 
one hand and farmers and consumers on the other. To 
lessen or eliminate this imbalance we believe to 
be a first concern of public policy, 

Policy Objectives: The history of farmer 
and consumer attempts to improve their bargaining 
strength in the market reveals only a small measure 
of success, except where they have been aided by Govern 
ment intervention. With respect to such a vital 
social necessity as the marketing of food products 
we believe public intervention is essential if the 
legitimate needs of consumers and producers are to be 
met. We would suggest that such intervention should 
seek first to strengthen the market power of consumers 
and producers as far as possible, and second to com- 
pensate them for any remaining disadvantages. Specifically, 
we would propose the following programs: 

L's Greater encouragement of producer 


marketing boards, with particular attention to the 
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need for federal legislation to facilitate 
interprovincial and export marketing. 

2 The establishment of a federal 
Board of Livestock Commissioners as a regu- 
latory agency in the field of livestock 
marketing. Such a board would be similar 
in principle to the Board of Grain Commissioners. 
One of its major obligations would be to super- 
vise the standardization of grading, pack- 
aging, labelling, etcetera, for meat products, 


with particular emphasis on ensuring a more 


direct relationship between grades at producer 
and consumer levels. 

iss The establishment of a federally con- 
stituted National Livestock Marketing Board to 
be the sole marketing agency for hogs and 
cattle. 

4, With the advent of producer and national 
marketing boards, to consider restricting the 
buying and selling function of food processors. 
This would prevent the present undue emphasis 
on time and place sales and would place the 
vital responsibilities of pricing, storage, 
and surplus disposal in the hands of socially 
responsible agencies. 

hs The establishment of a well-integrated 
program of farm price supports, based as far as 
possible on farm production costs plus a fair 
return on labour and investment. Supports 
should be maintained through the most effective 


method of payment; that is, either by maintaining 
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consumer prices at the necessary level or by 
compensating farmers through deficiency pay- 
ments. 
oy The establishment of programs to re- 
duce the impact of food costs on low income 
PrOUDS:. This problem should be approached 
in terms either of subsidizing food consumption 
or of improving income distribution. 
Government intervention in these areas will 
go far towards alleviating the most serious deficiencies 
in our marketing system. At the same time, consumers 


and producers should be urged to help themselves, 


particularly through the expansion of the co-operative 


movement. Co-operative organizations assist in re- 


ducing the effects of price spreads in two ways: 

(1) Through savings returned in the form of 
patronage dividends; and (2) through their competitive 
effect on commercial marketing agencies. It is our 
understanding that the co-operative movement of 
Saskatchewan will be represented in the submissions 
to this Commission. We wish to associate ourselves 
with these submissions in urging producers and con- 
sumers to increase their use of co-operative buying 
and selling. 

Finally, we would like to comment on the 
need for more information and research, with respect 
both to marketing margins themselves and to the 
specific needs of producers and consumers. 

im At present, in Canada, reliable infor- 


mation on marketing margins is neither adequate nor 
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timely. Comparisons of retail cost, farm value, 
marketing margin and farm share are available only for 
a few selected commodities on an annual basis. There 
is no information published in Canada on the total 
marketing bill and its component items. We believe 
it to be vitally important that the responsible 
Government agency make a proper assessment of food 
marketing margins on a more timely basis. 

I assume what is meant here monthly or 
quarterly basis. 

Cs Producers require more adequate in- 
formation on alternative marketing channels. Particu- 
larly, they need more specific "outlook" data on 
which to base production decisions more closely 
aligned to anticipated consumer requirements. Most 
information published currently is much too general 
to guide producers. 

ae In addition to his need for more adequate 
labelling information on processed foods, the consumer 
needs more information on the distribution of costs 
in the prices he pays -- particularly the share 
which goes to the primary producer. 

th Consumers, processors and producers 
would benefit from publicly sponsored research on 
the perishability of food products. Such. research 
should be co-ordinated with a study of the use 
of storage operations in levelling out seasonal gluts 


and scarcities. 
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Table 2. INDEXES OF RETAIL FOOD PRICES, 
MARKETING MARGINS AND FARM SHARES, 
14 SELECTED AGRICULTURAL COMMODITIES (1949=100) 
CANADA, 1949-1956 
a, eR Se OER SIRES GE CERES he imc ie None ace a ere 
Retail 
Food Farm Marketing Farm Share 


Year Prices Prices Margins Retail Cost 


1949 100.0 100.0 100.0 100.0 
1950 101.5 101.0 1037.2 98.9 
1951 11346 115.4 ba 32 100.4 
1952 Li8,2 118.6 127 <1 94.6 
1933 Bogk 102.3 126.1 92.6 
1954 BLO CS 97.2 126.2 90.9 
1955 110.8 7.2 124.5 91.4 
1956 vfs) Ge aeg 8 96.8 129.7 88.0 


The 14 Selected Agricultural Commodities are: 


Creamery butter 
Cheese, plain process 
10. Potatoes 

11. Canned peaches 

12. Canned tomatoes 

13. Canned corn 

14. Canned peas 


1. Wheat flour 

2. White bread 

3. Beef, blue brand 
4, Pork 

5. Chicken 

6. Eggs, A. Large 
Te Fluid Milk 

8. 

9. 


Source: The economic Annalist, Canada Depart- 
ment of Agriculture, Ottawa, June, 1957. 
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Table 3. GROSS INVESTMENT IN THE FOODS AND BEVERAGES GROUP 
OF INDUSTRIES COMPARED WITH GROSS 
INVESTMENT IN CANADA, 
1949-1955 


Gross Investment in the Foods and Beverages 
Groups of Industries 
Gross (New) Machinery Total *% F.&B. 
Investment New and Investment to Gross 
Year in Canada Construction Equipment in F. & B. Investment 


1949 5,430 a7 51.0 78.7 1.5 
1950 4,416 26.0 49.2 75.2 LiF 
1951 5,430 28.0 51.2 79.2 1.5 
1952 4,566 26.7 50.7 77.4 ee: 
1953 5,431 26.1 59.0 85.1 1.6 
1954 4, 396 38.6 65.7 88.9 2.0 

1955 5,776 38.5 65.2 92.6 1.6 
TOTAL 1949-1955 577.1 


ee CO CC CLL LD, 


Source: Foods and Beverages, General Review, Dominion Bureau 


$e 


of Statistics, Ottawa, 1955. 
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Table 8. WEEKLY WAGES AND SALARIES AND HOURLY EARNINGS 
OF WAGE EARNERS, FOOD INDUSTRIES AND MANU- 
FACTURING, CANADA, 1945-1956 


Anuual Averages of Hourly 


Average Weekly Earnings of Hourly-Rated 
Wages and Salaries Wage-Earners 
Pend andes CE ee) we Roadeand) | 
Beverages Beverages 
Year Manufacturing Industry Manufacturing Industry 
ie ery oe eo ee i eee 
1945 32.46 28.76 69.4 59.0 
1946 cy ae a | 29.97 70.0 62.5 
1947 36.34 33.45 80.3 70.6 
1948 40.67 37.45 91.3 7929 
1949 43.97 40.40 98.6 86.0 
1950 46.21 42.34 103.29 89.8 
1951 51.25 46.37 116.8 9933 
1952 a0.LL 49.95 129.2 109.8 
1953 59.01 D2 0kd 135.8 115.5 
1954 60.94 54.25 140.8 120.6 
1955 63.34 56yid 144.5 124.7 
1956 66.47 58.33 151.5 1303.2 


eeeeeeseesvesoceresseaovvenenanesnrsnunversenainsesiertnanna tacts sp SSS TERT SC 


Sources; Review of Employment and Payrolls 1951 and 1956, and 
Review of Man-Hours and Hourly Earnings, 1945-1955 
and 1946-1956, Dominion Bureau of Statistics, Ottawa. 
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Table 9b. PRINCIPAL STATISTICS OF THE 
MANUFACTURING INDUSTRIES, CANADA, SELECTED YEARS, 
1935-1955 


1935 1940 1945 1950 1953 1955 


1. Consumer Price Indexes: 
(1949 = 100) 59.9 65.7 75.0 102.9 LES5<5 116.4 


2. General Wholesale Price 
Indexes: 47.6 54.5 66.6 106.5 111.63 110.4 
(Calculated ratio 1949=100) 


3. Average Salary or Wage 
per Worker deflated by $1,678 1,839 2,199 25216 2,58] 2,741 
Consumer Price Indexes: 


% increase to 1935 100.0 109.6 131.0 135.6 153.8 163.0 


4. Net production per Worker 
deflated by Wholesale 
Price Indexes: $4,353 4,675 4,781 4,715 5,410 6,106 


% increase to 1935 100;0° 107.4 109.8 108.3 124.3 140.3 


5. Net production per Worker 
deflated by Consumer $3,459 3,878 4,245 4,880 5,213 5,791 
Price Indexes: 


% increase to 1935 100,0° Al2s1) 122.70, W46h de 29057) 7 16754 


i 
! 


‘Source: The Manufacturing Industries of Canada, 1955, Dominion Bureau of 
Statistics, Ottawa. 
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Table 11. FOOD EXPENDITURES: PER CAPITA; AS A PERCENTAGE OF DISPOSABLE 
INCOME; AND AS A PERCENTAGE OF PERSONAL EXPENDITURE ON 
CONSUMER GOODS AND SERVICES, CANADA, 1935-1956 


Percentage of 


Per Capita Personal 

in terms of Expenditure 

Current Disposable on Consumer 

Year Total Dollars 1949 Income Goods & Services 

§ Million § § Soe ¥ a 
1935 791 72.94 156.5 24.0 24.4 
1936 850 17-63 - - 24.6 
1937 934 84.56 - - 24.7 
1938 915 82.05 - - 24.0 
1939 919 81.57 - - L360 
1940 1.059 92.70 178.3 21:9 24.0 
1941 1,286 141,76 - - PAs eke 
1942 Lyois 130.26 - - 21D 
1943 1,655 140.31 - - 28.9 
1944 1,769 148.08 - - 28.6 
1945 1,885 156.15 238.4 22:44 Zh al 
1946 2,085 169.62 - - Chiat 
1947 2,407 191.78 - - £O.2 
1948 PIN fs ml 214.54 - - pian 
1949 2,882 214.32 - - 26.3 
1950 3,039 221463 216.0 24.0 2500 
1951 3,488 248 .98 212.8 2340 26.3 
1952 3,669 253.75 ve ead 23ak 2545 
1953 3,747 252.41 224.2 22.4 24.8 
1954 3,881 253.88 ee Giga Fa 24.4 
1955 4,065 258.95 23h,0 Zee 23 xt 
1956 8/ 4,326 Poona.” once 21.6 (2353 


a/ Preliminary subject to revision. 


Sources: National Accounts, Income and Expenditure; 1926 - 1950 (1949) 
and 1950 - 1956, Dominion Bureau of Statistics, Ottawa; and 


The Economic Annalist, Canada Department of Agriculture, 
Ottawa, August, 1957. 
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Table 14, AVERAGE EXPENDITURE FOR FOOD BY FAMILY TYPE, 
CANADA, 1953 


Dollars Dollars 
per Family per Person 
2 Adults 1 Child Lp ea 383 
2 Adults 2 Children 13295 330 
2 Adults 3 Children 1,497 307 
2 Adults 4 Children é 1,461 258 


Source: City Family Expenditure 1953, Reference 


Paper No. 64, Dominion Bureau of 
Statistics, Ottawa, p. 10. 
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Table 15. NON-FARM INCOME: 
DISTRIBUTION BY UNATTACHED INDIVIDUALS AND FAMILIES a/ 
(NUMBER AND PERCENT), 1954 


All Individuals and Families 
Income Group OE NEE ae eee 


Number to Accumulated 

Under $500 220,000 b/ 5.6 ° 
$ 500 -$ 999 296 ,000 7.5 13.1 
$ 1,000 - $1,499 307 ,000 7.8 20.9 
$ 1,500 - $1,999 270,000 6.9 27.8 
$ 2,000 - $2,499 348 ,000 8.9 36.7 
$ 2,500 - $2,999 382,000 9.7 46.4 
$ 3,000 = $3,499 405,000 10.3 5667 
$ 3,500 - $3,999 378 ,000 9.6 66.3 
$ 4,000 - $4,499 317,000 8.1 74.4 
$ 4,500 - $4,999 211,000 5.4 79.8 
$ 5,000 - $6,999 491,000 12.5 92.3 
$ 7,000 = $9,999 198 ,000 5. 97.3 
$10,000 and Over 107 ,000 207 100.- 

TOTAL 3,930,000 100.- = 
AVERAGE INCOME - $3,654. - 
MEDIAN INCOME * $3,174. - 


a/ In Reference Paper No. 52 the term "family" included "unattached 
individuals". To avoid confusion the full description ''families 
and unattached individuals" is used in this Paper. Despite the 
change in terminology, this table is comparable to the similar 
table in the 1951 study. 


b/ This figure includes 48,000 families with no income during the 
year; these consist mainly of newly formed family units (largely 
unattached individuals). 


Source: Distribution of Non-Farm Incomes in Canada by size, 1954, 
Reference Paper No. 66, Dominion Bureau of Statistics, Ottawa, 
pe LY. 
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Hon. Mr. Nollett 


THE CHAIRMAN: This will be Exhibit No. 23. 
EXHIBIT NO. 23: Brief of the Government 

of Saskatchewan. 
HON, MR. NOLLETT: Now I think sir in general 
when one tries to summarize, 


and tuis thing has been 
summarized repeatedly throughout the brief, and I think 


the conclusions have teen stated over and over in dif- 
ferent language, 


put when one looks at the entire 
pievure, 


these things seem to emerge, in my mind we 
have this situation: 

We have our agricultural industry, and mostly 
depressed condition, and the farmers have felt in this 


province and elsewhere that they were called upon 


during the period of World War II to subsidize cheap 


food as a patriotic responsibility, and they responded 
very well. 


In the post-war period it was indicated 
the farmers, because of those sacrifices made, that 


farm income would not be committed to again drop to 
ruinous levels. 


Now we see the situation developing very 

rapidly where our agricultural industry is going 
pack to a very serious depressed economic condition. 
It is most unfortunate that in this whole period 

of time when marketing margins were widening, and 

the prices to the consumer relatively Ey iy in 


comparison to increases in consumer income generally, 


that the farmer had been called upon to take less 
and less for his commodity, 


and at the same time 
that he was subjected to ever-increasing costs. 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Farm costs have gone up tremendously. It was for that 
reason that I rather regretted that the Commission were 
not given broader Terms of Reference so that they could 
look into this aspect of farm costs. 

In the minds of many of the consumers, I am 
of the opinion that when they take this little package 
of carefully selected carrots, for example, all of a 
uniform size and shape, and pays a goodly price for 
that little package, the housewife often says to her- 
self my these farmers must be doing well, and so had 
there been an inquiry made, or your Terms of heference 
permitted inquiry into the cost aspect of farm op- 
erations in relation to the price that he is receiving, 
I am sure the consumer would have had a much better 
picture as to who the culprit in the woodpile really 
is in this whole matter of the price of food. 

Now, I know this, that when your final recom- 
mendation is made to the Government the Government is 
going to pass on some very important decisions, and 
I am quite certain that one of them is going to be 
there will be no increase, n © matter what happens, 
either increased prices to the farmer, for example 
the consumer will not be called upon to carry that 
added cost whatever it may be. There are political 
factors, the first one and a justifiable reason, c 
think, is subsidizing the consumer purchases on food. 

A good deal has been mentioned of low income groups. 
I recognize low income groups are receiving some 
benefit under the family allowance scheme, perhaps 


iteis not enough. When this matter of farm income 


- 1192 - Hon. Mr. Nolletit 


Gane a9) eew JT .yheunboamees qo sity Bit 


) ) rane donza Lanta ani Tad! rts Sal aie i int 
Pe aie 
hi ies Medd fant on ‘sinatra weir abnor « ‘a 90 | 
“ad aes % ys pan nye on | 
% q Fr : re. pe ieod. iy ie. coge bid se ora | 


oe 5 Oy Se y 
ek Ma ae ayeniupngs ‘ait re sia, Loot wig Git i a 
aes “gyaitoian aidan az. ~ ante Ma teodta saat mtckee od 4% o a ¥ 

ume it ' ul A 7 
f To is cst iieae © est (aerrues::brthe tee siseneg 1" ing 


Pay 2: a J ; 


ja? Solty. * bic 6 ays a: Bits, wares Divs neha | a a 
er a2 @¥ae arto SESW SELON it weedy “slats, as 
bad cs baie  lisw gtuteb a¢ oust, awonhe' lt” ‘seond vn a 
$> ee to emet ean => .2y ap aot OE oe aged otes 
t | <0 kt To. toddes tao . Bie odes’ (yes BODE. ‘ongaterred | 
igitvte: ie Of SE S800 SIR ats Gt. mores: Lore ik ios guise 
| Nae oed: jovi, & ash wr LOW. SES and ose on. ¢% 
¥he ess, as fipeok anv cl tinquye ays ie Me. Gal e ed 
) ; ‘ Poot "a on ne nd To. 7229 dar Tock atae ae gt 


~ 


wees Leith toy osdv vant fo? awaadt I ie : | 


BL. sasintrisvot) sas Jiontiraveo. 


ee 


* at Stier Be rine ebraey 


Sar ,anglafesh Jams icogr Tis ahion M9 gesaq id gatos, 


a 


:. > ia ‘Brid nt Ce Le soeip: es 


zt) ; . ; ss 
<eosigen sod cegdan a4 pSeeenenl Ga ee Lig watt, 
slomaxs 76) .terrTet ai Oo. s8cc7G beter ant ‘soctate,| 
ioe va 3 ns Slaeate A se 


tel? <Aegiod rom hbatlaw 99 ten J ie scaceoas ke 
Fi ¥ ™ 


Aytaa co 
fem, fling. ee ary: af ff Ys | v.60, 1 sites on “sea. bank | ay 
+32) Ss 7 Tt “< 
‘ernad> ont | 
a Shy ee 
Dogs sy eeesini py Leelengs oft gatetheaepe af eiatt 
wt 1 23%. 


- “he es 
5 foram aidetitusyt, o drs en teh 24 7 


AQIONRASUOOE wol to botnet Jacm emt aon bcd} 
. a ee 

; some BAGO: wie S$Quciy exter we 
OqaiTng, jipeee:  -onriawes Le Wd A iets ent : 


ond nee sodias ata regal. 
es. “Ty rs 

oe 
al ” 
oe - 


‘ 
ia 
= *. 
= 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


- 1193 - Hon. Mr. Nollett 


is related to what a farmer actually ought to receive, 

I am rather inclined to think that the principle of 

deficiency payments is going to become more popular. 
As I see it, possibly the only choice that 


the Government might have, that is on @ficiency pay- 
ments on behalf of making a difference in the price the 
farmer receives, and the consumer pays, provided of 
course that we have achieved the greatest possible 
efficiency in processing the marketing of farm com- 
modities with that in mind. Deficiency payments wiil 
insulate the farmer against loss of income, stabilized 
income, and at the same time enable the low income 
groups and the consumer aspects of society to buy 

food at reasonable prices. I believe that in any 
marketing scheme deficiency payments will play a most 
important part. 

Reference in this brief has only been made 
to the Livestock Marketing and Livestock Marketing 
Board in general. I think what the farmers would 
like to see would be an improvement in our grading 
system to the farmer and the grades for different 
farm commodities be carried right to the retail 
level protecting both the farmer and the consumer. 
Should we have a Marketing Board, which I believe we 
are coming to, with price fixing powers that of 
necessity must be a National board. The National 
Government have the resources to control the fiscal 
policy to do these things. 

Appropriate price spreads should be fixed 


between the various grades of agricultural commodities 
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to the farmer and carried right to the consumer in 

order that the consumer cannot take a rooking -- and 

he has been taking a good rooking. I think that a 

great deal can be done in this whole field of protecting 
the farmer and the purchaser, protecting the farmer 

and protecting the purchaser against being exploited 

and paying excessively high prices. 

I would suggest that one of the first things 
that will of necessity be done in connection with your 
LnduLry., I am of the opinion an agency ought to be 
set up similar to our Provincial Milk Control Board 
that will supervise and administer this whole question 
of processing and marketing under it. That would pro- 
vide the greatest possible efficiency to cut out un- 
necessary costs, and I would say the Government costs 
of processing and distributing and provide information 
to consumers on this matter and to take a continuing 
Look.at tiiis.shiftinge scene..of the field of pro- 
cessing and distributing food stuff. With that type 
of agency established and a sound marketing and farm 
income policy for Canada fully implemented and well 
supported by deficiency payments I am sure we can 
find a solution to these very difficult problems. 

L,don't.think the solution is: too difficult 
provided the people make up their minds they are 
going to implement the recommendations and I hope 
your recommendations to the Government, sir, will 
be most constructuve, and I hope they will be imple- 
mented. We have had a similar inquiry, as you 


no doubt know, in the early thirties. It gathered 
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a good deal of valuable information and a lot of 

people became greatly concerned about the problem, 

but nothing much has been done. We hope the results 

will be different as a result of your deliberations. 
THE CHAIRMAN: Thank you, Mr. Nollett. I 

would like to have a break now. I have one or two 

comments that I would like to make on your submission. 


We will break for five or ten minutes. 


--- Recess. 


--- Upon resuming. 


THE CHAIRMAN: Mr. Nollett, I appreciate how 
Wart L.culou 26 15 vO <arey om the extra, curricular 
activities when you are at home. I hope you got back 
to your office, and were able to clear up a number of 
points at the break. I presume that is what you had 
bo do. 1 hope we did not hurry you. 

We have had an opportunity to read through 
this brief, and I would like to say that we appreci- 
ate the thoughtful nature and the amount of work that 
has been done on it, and the accumulation of a good 
deal of material in the statistical appendix, which 
will be very helpful to us. 

We are very grateful to you for your state- 
ment with vegard to the limits of our Terms of Refer- 
ence. I think I should say that in relation to 
such matters as deficiency payments or consumers! 
subsidies, those two matters referred to on page 


19, it is our feeling that these fall outside our 
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Terms of Reference. We, I think, fully appreciate 
the relationship of these things to the farm problem. 
With respect to marketing boards, it is our 
view that on certain assumptions these are relevant to 
our Terms of Reference, and we are receiving evidence 
on marketing boards. I would like to say if you or 
your advisors feel that the matter of deficiency pay- 
ments does bear on the question of spreads we would be 
glad to receive argument to that effect, but our view 
is that they are really outside our Terms of Reference. 
However, in the case of marketing boards 
we are prepared to recognize that they may very well 
affect the spread and therefore do come within our 
Termsoof wReference. 
HON. MR. NOLLETT: You are speaking of Provincjal 
marketing and producer marketing boards? 
THE CHAIRMAN: Yes. I would like to ask you 
a few questions. I wonder if I may suggest that I 
will direct them to Mr. Schwartz, as one economist 
to another. 
HON. MR. NOLLETT: It would suit me fine. 
THE CHAIRMAN: Perhaps we speak the same 
language, and I appreciate your reference to the 
working of this quotation on page Aer You know 
when one economist makes a comment on a statement 
of another economist, he invariably precedes it with 
the phrase "If I understand you correctly". This 
is a general introduction to the question I would 
like to put to Mr. Schewartz. Of course, if you 


or Mr. Horner wish to answer, please do. 
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L will try to run through these by pages, so 
we can pick up some of the points. 

On page 1 of the introduction there is a state- 
ment in the third paragraph and at the end "So the 
farmer, too, has a vital interest in minimizing the 
price spread". 

I presume that means "for the same services"? 

MR. SCHWARTZ: That is correct, for the same 
services. 

THE CHAIRMAN: The last sentence in the next 
paragraph reads "Consumers and farmers have both suf- 
fered as a result". My question here is how far it 
is correct to say that in the last eight or nine years 
the consumer has suffered. There are a number of 
references to the movement of retail prices in the 
brief and I am not sure that they are wholly consistent 
to thas, effect . May I just refer to one or two places 
where this matter comes up. 

MR. SCHWARTZ: Yes. 

THE CHAIRMAN: On page 7, there is a state- 
ment "It appears then that food prices have not ad- 
vanced more rapidly than the price in general, nor 
have food expenditures come to consume a larger 
part of the average Canadian's income." This 
does not suggest too great a suffering on the part 
of the consumer actually. 

Again on page 8 you say "Retail food 
prices have remained relatively stable declining 
by 3 per cent". This, I think, is not consistent 


with the statement on page 1 of the introduction, 
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"The consumer index on food prices at the end of 1957 
was actually higher than it was in 1951." Would 
you care to comment on those? 

MR. SCHWARTZ: Yes, Mr. Chairman, first of 
all the term "suffering" is not related as an absolute 
measure of actual agony as such. The consumer 
has suffered in a rather technical sense. He has not 
benefitted from the declining farm prices. 

It is true that prices to the consumer have 
remained either stable or slightly declining but if 
no other occurrence happened, than the very sharp 
reduction in farm prices, would have automatically 
meant some corresponding reduction in the level of 
prices to the consumer. That has not happened to 
any large extent. 

The increase in the marketing margin has 
absorbed all the decline in farm prices; as a result 
the consumer has not benefitted really. The word 
“suffered”, is maybe perhaps not indicative of what 
we had in mind. 

THE CHAIRMAN: You pointed out somewhere 
else that the purchasing power has increased in terms 
of food prices; that the consumer's doilar will in 
terms of income buy more food. 

MR. SCHWARTZ: That 16 (Urue: We also 
pointed out that the consumer in general was spending 
a smaller proportion of his disposable income on 
food. I think it is 21.6 compared with 23 per 
eent or so in more distant years. 


THE CHAIRMAN: So that your point is really 
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that prices to consumers might have fallen? 

MR. SCHWARTZ: Might have fallen far more 
than they actually have. That really is the point. 

THE CHAIRMAN: I would like your views on 
this point. In connection with the consumer index on 
food prices, that index as published includes the 
prices of imported foods, tea, coffee, citrus Pets. 
Now that index indicates some increase between 1956 
and 1957 in the consumer's index of food prices, but 
if you eliminate the imported items, then the index 
has in’ fact gone down. 

Would you feel that the elimination of inm- 
ported foods from the index would add to the relevance 
of the index for our’ purposes? 

MR. SCHWARTZ: I certainly do, Mr. Chairman. 
I might even go further. I have been unable to get 
any historical theories on the amount of food which 
is consumed in Canada which is of Canadian origin. 
We do have a figure for 1956, but on inquiry we find 
that we couldn't get historical theories so we 
have the total consumption of food which is over 
$400 million. It is assumed that three-quarters, 
roughly speaking, is of Canadian origin, but we 
would like to get the separation between imported 
foods and those which are Canadian origin. 

As a matter of fact, we just go one step 
further; we would like to get a complete separation 
between foods and beverages. We cannot seem to 
eet that separation. As a result, we have some 


extraneous matters of the statistical theories. 
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THE CHAIRMAN: Many of us find it difficult 
to separate foods from beverages. We are not concerned 
with beverages, but I think it will be possible for 
us to eliminate the imported foods, and this may 
make some difference to the movement of prices. 

On page 3 in your discussion on labour costs, 
there is at least one point I would like to pick up 
here. I might say we are pretty conscious of the 
difficulties of getting significant measure of changes 
in labour productivity. We are not unfamiliar with 
the problem. For example, the bottom of the fourth 
paragraph you point out that the value added per em- 
ployee increased 96 per cent. This of course was 
accomplished by some increase, I don't know the magni- 
tude of it, of investment per employee, and part of 
that increase then could be attributed to the added 
capital per employee. That would be so? 

MR. SCHWARTZ: Yes, that is certainly true. 
I don't think there is any way of suggesting that 
any amount of this productivity can be attributed 
mainly to people working harder, or more efficiently 
as such. I think that the fact that an employer in 
industry becomes more capitalized, and as we pointed 
out in our brief, there has been an investment of 
$577 million in new capital invested in the last, I 
think eight or nine years in industry. 

I think one of the rationals for this new 
investment is the fact that people working in 
industry will work more productively with the use 


of new equipment. 
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THE CHAIRMAN: You point out in the section 
dealing with depreciation, just the point that I am 
making, that there are some additional, other costs 
in achieving this value added per employee. 

MR. SCHWARTZ: Yes. Actually those costs, 
like added rental charges, in the case of premises 
which are leased, added interest cost on capital in- 
vested, in case of money that is borrowed, and so 
forth, actually are offsetting items. 

THE CHAIRMAN: I would like to read the 
last paragraph on this page, page 3, and ask you if 
you would just elaborate on 4t, clarity ae 12. possible 
for) our nelLp. 

"Tt is clear that, in general, increases in 

labour productivity in food processing more 
than match increases in wage rates in the post- 
war period. Tt follows from this that labour 
costs per unit of service added cannot have 
increased appreciably. This in turn suggests 
that any increase in labour costs reflects 
primarily the addition of new services in 


the marketing process." 


Now what is the distinction which you are 
making between the first sentence and the second 
sentence? 

MR. SCHWARTZ: Well just to maybe go back 
one step, we are arguing again there that since the 
increase in labour productivity has matched the in- 
crease in per person wage or salary in the food in- 


dustry, so far as we are able to have any data, 
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that of necessity there should not have been any in- 
crease in the prices of the product produced, because 
the wage or salary paid, increase in the salary or 
wage paid has been justified by corresponding increases 
in productivity. 

So that on any given unit of food product, 
the price for that should not be increased directly 
as. a result of increase in per person wage or salary, 
so that any increase in the total labour bill would 
be the result of more people working and providing 
more and additional services; as far as producing any 
given unit of food product, there is more being pro- 
duced per person which matches the increase in salary 
or wage paid to that person. 

THE CHAIRMAN: I come back to the fourth 
paragraph, and again I will read the two relevant 


sentences: 


"Referring again to table IV, earnings 
per employee in the food and beverage in- 
dustry, in the decade 1945-1955, increased 
from $1.438 to $2,770, or 93 per cent. At 
the same time, value added per employee in- 


creased 96 per cent." 


Now there is a 3 per cent difference there. 
You have already agreed with me that there are some 
offsetting costs? 

MR. SCHWARTZ: That is right. 

THE CHAIRMAN: I would assume, I have not 


had a chance to look at this closely, that the 


> 
aa 


i 
aon’ «4 
s 


vy", 


Dae bee siiioans 6, 


aS Oa #4 on: af 


at ofeq eae ‘ 


beaaoto 


a var 
7 wu) 


ybssvice evar vor 


bash dasa » 


7 


r “Saat ; ot RWHS ou ‘; fet G 
ae evied yetiaee Sluew- sHAMATAND aut * 


10 ~~) a! ca 
vissols ated tm ‘Wook oe Orne 


civ2 — 3 i 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1203 - Hon. Mr. Nollet 


offsetting costs to the extent that they can be 
measured, would more than offset that 3 per cent 
difference? 

MR. SCHWARTZ: I think that is probably true. 
At the same time, there is no way of measuring this 
on a quantitative basis. As a matter of fact, we are 
unable to even separate the foods from the 
beverages, as I pointed out before, and we cannot 
draw any definite line and say so much is accounted 
Tor by This factor, and so much by the other factor. 
Really the point we are trying to make is quantitive 
terms. 

If a total wage bill has risen, it has 
risen more because there are more people working in 
industry, and I think our figures would indicate 
that the number of persons employed in industry have 
gone up, and providing more services rather than be- 
cause one individual person was gevting more for doing 
the same Kind of work. 

Really that is the point we are trying to 
make there. We are unable to actually measure it 
more quantitatively than we have. 

THE CHAIRMAN: Thank you. On page 5, and 
with reference to this question of product differenti- 
ation, which is brought up again later and discussed 
further, how far are the increased advertising 
costs specifically attributable to the specific 
factor of product differentiation? 

MR. SCHWARTZ: I think, Mr. Chairman, 


you will find, if you look at the back of the brief, 
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that is one case we are passing the buck to you. 

All we are saying here is that we are sure that it 

is one of the factors which has added to the cost, 
and that the lack of adequate data on this particular 
matter more or less militates against us going any 
PUT on, lo, 


We just bring it up as a matter of fact 


for possible further investigation. We do feel though, 


wnav it is one, it is an important factor, important 
component item the fact that there is this product 
differentiation between brands, and so forth, competing 
brands, and that this particular aspect does add to 
the price paid by the consumer. To what extent we 
don't know. We know it is a factor and we feel that 
it; ipa “subject worthy of further investigation. 

THE CHAIRMAN: There is a problem then you 
agree of differentiation in the study of advertising 
eosts as’ to the particular effects. From your 
technical knowledge, would you conclude that this 
would be a profitable statistical study to make? 

MR. SCHWARTZ: I most certainly would. We 
do=nov’=beilteve* that all advertising’ is “bad. “1 
think to the extent it adds to consumer knowledge 
and brings to consumer purchases, we feel it is 
quite advantageous, but we don't feel that duplication 
of advertising many competing brands which don't 
serve any purpose ave advantageous either to the 
producer or to the consumer, and it is this particular 
field that we feel would be worthy of further in- 


vestigation. 
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THE CHAIRMAN: Do you know of any 
studies which have developed a technique for spreading 
out these things? It would be helpful if you did. 

MR. SCHWARTZ: There have been some studies 
in the United States. We sort of checked on these 
and we did not believe they are either up to-date 
or relative to our particular study. 

THE CHAIRMAN: Thank you. I am going on 
to page 9, the last sentence in the first full para- 
graph in the page. You use the term "the zsidual 
farm price as a result declined drastically." In 
what real sense can you refer to the farm price 
as a residual price? I know it is very easy to 
start from the farmer price statistically and take 
certain things off, but in terms of the timing of 
the process and the timing of the decisions on price 
making is it proper to refer to the farm price as 
a residual »price? 

MR, SCHWARTZ: Most economists claim, rightly 
or wrongly, the distributor or processor in es- 
tablishing the price to the producer visualizes 
what the probable end price will be and the end 
established price to the producer. There is some 
conception formed in the mind of the processor 
as to actual retail prices and costs are established 
inighe abstract. sense. What is left is what the 
producer will get. The notion is the retail price 
will be going up and the farmer will probably 
get a larger price for the product. If the notion 


is the future price will be declining-the farmer 
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Will receive a smaller one. 

THE CHAIRMAN: Mr. Minister, in the presentatigqn 
of your brief you refer to the paragraph on this page, 
which in a very brief and summary frm describes 
the problem of different directions of movement are: 
"Farm costs have continued to climb, marketing 
margins have forged upwards, while farm prices have 
dropped sharply." This is the essence of the 
problem. We fully appreciate that. 

Mr. Schwartz, there is a smali point on 
page 10 in this discussion of the relative flexibility 
of farm prices, rigidity of margins, you Hence 
with the sentence: "This factor, too, strengthens 
the rigidity (or ‘one-way flexibility') of marketing 
margins." I wonder why you included the parenthesis 
there when in the first paragraph in this section 
you imply a two-way rigidity? I presume if there 
is a two-way rigidity, there is a two-way flexibility? 

MR. SCHWARTZ: Well, I think your point 
is well taken. The notion there is to try and 
emphasize the fact that once some of the costs, 
interest, costs of transportation, and. so. forth, 
are established they will not to any large extent 
go down in the event the farm price or retail 
price does go down. Once they are established 
they tend to stay up. That is why we put in 
one-way flexibility to emphasize the fact once 
the increase has taken place they tend to be 
sort of flexible in one direction only, if.there 


is any further change it will be upward rather than 
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down. 

THE CHAIRMAN: This refers to processing 
over a period of time rather than processing at a 
point of time? 

MR. SCHWARTZ: That is exactly right. 

THE CHAIRMAN: This is one of these high- 
class parts the Minister was referring to, I think. 

MR. SCHWARTZ: I should use the word orderly 
marketing rationalization of the marketing process. 
What is usually referred to in the general term of 
orderly marketing, where you more or less see the 


marketing change in its entirety and try to minimize 


ll any obstacles in the way from the time the farm product 


is sold by the farmer and the time it reaches the 
consumer to make sure of an unimpeded flow of goods 
from the farmer to the consumer. 

THE CHAIRMAN: This adds to efficiency? 

MR. SCHWART: That, is right. 

THE CHAIRMAN: Do you think there is any 
tendency in the present method for this to move towards 
greater simplification and standardization? I 
wondered, in fact, if under rationalization you would 
include this. Let me put it the other way: As you 
develop towards what you describe as orderly marketing 
does it go along with that there is a tendency to 
simplification of the process and standardization? 

MR. SCHWARTZ: Yes, I would think so to 
the extent routine and standardization do add to 
efficiency. I would include those terms under 


what I consider the five cylinder word rationalization 
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of the marketing process. 

THE CHAIRMAN: Might not this be one of the 
problems in connection with rationalization or orderly 
marketing that it does in fact create efficiency in 
terms of lower costs per unit, but it does sthis by 
a greater measure of standardization, whereas the 
consumer demand includes within it some desire for 
variation and variety. 

MR. SCHWARTZ: Yes, Mr. Chairman. I think 
that if I may give my own view on this matter, I 
<hink it is not either one extreme or the other. 

I think it is true your consumer wants a choice in 
his product. I don't think he wants to be confused 
by 30 or more different brand products for a break- 
fas “rood I think it would simplify his particular 
choice if he had less. Even if we standardize the 
packaging it would help to some extent. We have 
different sizes, not so much in food, but particu- 
larly -- I was thinking of soap flakes. Where it 
comes in king size and super size. I don't know 
how many different sizes. I think the consumer is 
confused with far too many varieties, different sizes 
and shapes and deseription, and so forth, |" £ think 

a lot of development could be eliminated if it 

were standardized on, say, half a dozen types. Il 
would not suggest a standardization which would 

only give the consumer one choice, but it could 
eliminate a lot of proliferation of brand. 

THE CHAIRMAN: I do not want to appear 


rude by this question, put the point has been made 
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at another time in our hearing that is what you 
think, but are you sure the consumers think the 
same way as you do? 

MR, SCHWARTZ: I suppose we are all consumers 
in one way or another. I would not presume to speak 
for all consumers, far be it from me to speak for 
all consumers, but it could be that if. consumers 
were aware of the cost to him or her, as the case 
may ibe, of these particular. services, then I,again 
would at least presume that -- you could say that 
the consumer may in that event decide that this is 
not reasonable. 

THE CHAIRMAN: Yes. This point is made 
later in your brief, and has been made to us elsewhere. 
I think it is one of the points we will be working 
on. 

On page 13 the second last paragraph, the 


last two lines: 


"Tt is clear that the continuing inte- 
eration of processing and distributing 
firms has already materially strengthened 
their dominant position relative to the 
unorganized individual producer (or consumer). 
Further, in a period of abundant supply 
such as the present, it is obvious that 
the farmer's wheat position is weakened 


even further.” 


Is there not an implication in that last 


sentence that the problem of control of supply is 
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necessarily involved in the producers! bargaining 
power, which is part of the problem of increasing 
bargaining power. 

MR. SCHWARTZ: That is perfectly true. 
That is one thing that we are very aware of, the 
fact that under what you would call the operation of 
the marketing system, we do get recurrent gluts and 
surpluses as a result of farmers or producers as a 
whole underestimating or overestimating the probable 
size of the market. 

One of the problems with which we find we 
are faced is that there is not any particular incentive 
on the part of most processors or handler to absorb 
all of the surplus, if I may use the term, "surplus" 
in a special sense, from the market in the event 
that the processor or distributor cannot see this 
surplus being turned into a profit at a later date. 

The distributor, I think, is impelled 
primarily by the profit motive and will not embark 
upon any large significant storage operations to 
level out any seasonal gluts to any great extent 
unless he can be rewarded for it in the ultimate 
end. One of our problems is the fact that farmers 
once they have produced are in a very weak bargaining 
position. 

THE CHAIRMAN: But there are three 
elements, are there not, in the problem of control 
of supply. One is the uncontrollable variations 
due to weather, and next there is the factor of 


a large number of producers making their decisions 
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independently, and there is the third factor and that 
is the relation between quantity and price. For 
example, in your Milk Control, you have a quota system 
and it is fair to conclude, I would think, that it 
would be very difficult to maintain the Milk Control 
system without a quota. This comes back, I think, 

to the point that if you are going to strengthen the 
bargaining position of farmers in the market you 

have to have control of supply. Is that right? 

MR. SCHWARTZ: That is true. For that 
reason in the policy recommendations we do suggest 
various forms of marketing boards. We also suggest 
in that same context that the producer have more ad- 
equate forward pricing information so that he can 
more adequately gear his production efforts to meet 
probable future limits of demand. 

THE CHAIRMAN: Thank you. In the following 
paragraph you pick up the point that is actually in- 
cluded in the paragraph and sentence that I read. You 
refer to the bargaining power of consumers. How 
do we go about increasing the bargaining strength 
of consumers? 

MR, SCHWARTZ: The thought in mind here 
was that perhaps through organization of consumer 
co-operatives where they purchase -- through which 
the consumer could buy more or less at cost; that 
in effect the consumer could materially strengthen 
his -- well I think it is -- weak, in a sense, 
bargaining position. 


THE CHAIRMAN: How do you account for the 
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fact that although consumers co-operative organiz- 
ations are, in a classical aspect, a co-operative 
organization the development of producer co-operatives 
has gone much further in, let us Say, Western Canada, 
than consumers co-operatives? I do not know 

whether you have any consumer co-operatives in 


Saskatchewan or not. Do you? 

MR. SCHWARTS: We do have. There is one 
right here in Regina, the Sherwood co-op, which is a 
consumer co-op in that sense. 

Returning to your question, Mr. Chairman, 
the feeling is that some people think, in looking 
at our so-called producer co-operatives, that they 
are actually consumer co-ops in the sense that the 
people who are patronizing them are actually consuming 
services. In other words the people who patronize 
the Saskatchewan wheat Pool are in fact buying a 
service, Tt is the farmers who are consuming 
the service at that level. I do not want to 
go into the remantics. 

IT think to answer your question more 
Girectly, the greater progress which has been 
made has come about through dire necessity; that 
the problems on the producer level have been far 
more accentuated and the farmer has had a self-help 
organization far more so than the consumer. 

THE CHAIRMAN: Mr. Minister, TI would like 
to thank you for the suggested areas of study on 
page 14 and 15. They are all interesting and 


sienificant points to which we will certainly be 
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giving our attention. 

I am referring now to you item 3 on page 16 
which has to do with profits and is really a 
summary of the points made earlier, I think, on page 6 
with reference to profits. May I say that you 
seem to be more emphatic in this summary that profits 
have increased than you were in the descriptive 
paragraph on page 6. In fact, I see no statement 
on page 6 referring to the data which implies that 
profits have increased, but in your summary you make 
that statement. We will study the data anyway, 
thank you. 

MR. SCHWARTZ: i think, (Mra Chademan, on 
sober reflection, we took a look at the description. 
We felt constrained not to minimize the importance of 

profit and probably put another sentence in to 
bolster the position. It was not overlooked 

entirely although it did not mean a great proportion 
of the total of market price. 

THE CHAIRMAN: On page 18, under policy 
objections I read the sentence: "Tne: histonyi of 
farmer and consumer attempts to improve their bar- 
gaining strength in the market reveals only a small 
measure of success, except where they have been 
aided by Government intervention. " I wonder, Mr. 
Nollett, if you could give me Canadian illustrations 
of situations where you believe this statement 
applies. 

HON. MR. NOLLETT: Well, I think we can 


take the Saskatchewan Wheat Pool probably as the 


jean oth has : haa a 
mid (mAS 02 Let epee: oe edi 8. 


f By 1: Feecee, Dee : bo 4 
Phe ornare pn 
fe Asmatady i  aataet 2 BUAAWIDE, es 
ee " Me lar va 


<eoiagts saab sid its Sloot om ‘ori? *. Rises nerbao ere, a 
26 sons?onm! 2a oataitia 69 fon 


; od ae Snaa tape. vetkbons. 4uq $4 


aw © 
4 


bedloeinern. jwit ae it ae site seen 
sc eh ABATE. B ASO soi ‘nth a Migoodi te Nps: : 


soba Senta, Lezod ects to 
Lae a 
Woliog rebar, . Bl gE OTAO.” "ASTRO Ber oe 


4s euodeke eqn ach atige ont been A, cama? 
"LBS teas py cugtehod sighesis ‘singe. Rae -aaomtet< 
thom 3 Bola alseuer sonia a sert 
mood eyed Yous siectr sqpoxs a , 8 

a8 sebnow TS eotarisytetar ieearreevod xe bebrs * 4 
vac! neem sahivsinad see ava’ SLios ey * naefiol 3 


“rune 395. eid evetiad Hoy, erase anotsausbe a0 a 


ogo 2H MARGY Luied2o 


— 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


- 1214 - Hon. Mr. Nollett ~ 


best illustration. At the time when the pool was 
first organized, the purpose and intended objective 
was to get a measure of control of collective selling 
in the hope that this wheat pool could bring to the 
farmer a better price, and that that would strengthen 
our bargaining position, but we found to our great 
disappointment that it was not possible to do that. 

The farmers themselves did not have the 
resources nor the jurisdictional power to deal with 
matters of price that were far beyond their jurisdiction 
and control. 

That was emphasized when the great depression 
occurred, and the drastic drop in farm prices. 

Right along, parallel, I should say, to the 
organization of the wheat pool itself, there was a 
good deal of thinking along this line: "Well, we do 
not think that pool can achieve the result that) we 
want, and it is better to have a fixed price" so 
that constantly parallel even to the organization of 
the pool was the idea that we ought to have a 
National Wheat Board, and pressure kept developing 
forse ‘board, 

It was brought to a head of course, the 
climax was when the Wheat Pool made the over- 
payment just before the 1930 depression, and then 
the subsequent problem of not only the reduced farm 
price, but the disposition of these great surpluses. 
The pool as such, at the co-operative, wasn't able 
to cope with this problem. Finally it evolved 


on the National Government to assume responsibility. 
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I think that is what is meant that the 
National Government intervention was necessary, and 
indicates that provincial marketing board sir, as 
you mentioned, will work quite well for specific 
products that are consumed cntirely within the 
Province, but products that move across the boundaries, 
as you know, have been a problem to all of the co- 
operatives. 

They always talk about some kind of an 
organization that could deal in the interprovincial 
and export market, and we rather feel being an 
export province that it must be a National board 
which takes this product from the Provincial producer, 
co-operative organization and get into the export 
markets of interprovincial trade. 

We also feel that farmers do not organize 
just to market their product. They are doing this 
in order to improve their income position. Never 
yet has a co-operative been able to get in a position 
where they have set prices, and we feel that a 
national agency should do that, because we do not 
want to make it a one-sided pool. We would like 
to see a Government agency do that. That is juris- 
diction for the’ administration of fiscal policy 
for the nation, to give protection to the consumer, 
protection to the farmer. If it were left to the 
farmer, and we were in a position to strengthen 
our bargaining position, get control of all commodities 
and sey to the consumer Okay, we are not selling 


to you until we get this price, it is not only 
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impractical, but it would not be the right approach. 
Therefore, we feel that in the interprovincial export 
trade, the provincial boards, producers marketing 
boards and co-operatives, have their limitations 

when it comes to the matter of actually determining 
farm income. 

THE CHAIRMAN: I don't like to press the 
point. I think perhaps it may be another of these 
problems of semantics. I think I would be inclined 
to feel that the Wheat Board has not so much proved 
the bargaining strength of the wheat pool, as it has 
given, has performed certain functions which may have 
alded the farmers, but I am not sure that it has 
aided it through strenthening the bargaining 
position. 

MR, SCHWARTZ: I think Mr. Chairman, there 
is the whole problem of the theoretical limitations 
of co-operatives. I think even under the best of 
conditions we cannot hope to have 100 per cent 
participation in the selection of the 100 per cent 
pool. I do not think you realize even when co- 
operatives were at their optimum strength, and co- 
operatives by definition are voluntary #lf-help 
organizations, and their case at point where they 
are voluntary self-help organizations cannot control 
the entire product which is to be marketed, and 
this particular control -- if this particular control 
is necessary to the achievement of stability price- 
wise or market-wise, then we have to move and have 


some sort of government intervention in the form of 
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producer boards which are not co-operative in the 
sense that we would think of them today where they 
ave Self-help organizations on a voluntary basis. 
That is where we move on to theoretical limitation. 
Really, because the people who do not participate 
Stand to benefit as much as those people who do 
participate and pay the costs under the more or less 
voluntary organization. 

THE CHAIRMAN: I was going to ask, following 
up on this point on page 9, following the recom- 
mendation for livestock marketing board, and general 
support for marketing boards, you refer to co- 
operatives. In your view how do co-operatives, as 
voluntary organizations, fit into the marketing board 
situation? 

HON. MR. NOLLETT: Well that is a bit of a 
| difficult one to answer. Generally speaking, the 
co-operatives have developed to handle products. They 
have become handling organizations, and of course 
based on service and patronage dividends, and they 
have followed pretty much of a necessity traditional 
trade practises. The idea of them of course was 
they weren't all-inclusive. Now the advantages held 
forth for a producer marketing board are that scheme 
is put to a vote and carried, that this board will 
control all of the particular products through a 
board, but with the handling, actual handling 
that would still be carried on in the co-operative 
organization who have been organized to do that, 


and the other commercial firms, and the thought behind 


i ay 
; ‘ 


~~ * s 
2 Ui = 
an : ~~ 


~4 


awe 7 “Fer 
is Yo , + 

iad 
F 


ri SA 
le roe 4 lp BI bi cine pesned aes 18D) yi 
« oe 
7 ied 
fost ai) warla-@ 
Hatt dovireeww 9 owe 


2 oe aved se deosd ets 


* *. eae 
1 by + oe cerry Oh" 
a Oct (€ 


Joao a 


it LOM) Gxto 463 Dye) pat: shot = 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


een ts oe Hon. Mr. Nollett 
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it seems to be to get more orderly marketing, and 


in the hope too that I think to use that term again 
which I don't like, to improve the bargaining 
position of the producer. 

I don't know, I can frankly say I don't know 
where he has ever improved the bargaining position 
through this kind of organization, particularly in 
our own province where we are dependent on export out- 
lets, and export markets to some place else. We 
have thought the producer marketing board can perform 
this sueful function and get control of all the 
products, and utilizing the provincial channels es- 
tablished for processing that sort of physical handling, 
but with the relationship then between the producer 
provincial marketing board can be established with a 
national marketing board that would take this product 
into the interprovincial trade and export markets, 
and assist in the matter of pricing. 

I don't like the word bargaining. I just don! 
iLike ia | because’ I “don't think it ie"practicale  f don't 
think farmers or producers can ever be so well or- 
ganized to say we dominate the market. It is just 
Mot practical, The only place where that term can 
be applied, I think, with some practicability is 
between employer and employee, but I think farmers 
recognize that, and that is the thing about improving 
bargaining position, the farmers are now asking for 
strength and prices -- but have the assurance of 


the resources of the nation behind them. 


| For example, the Wheat Board while it does 
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not actually set prices, it is doing an excellent 
job of marketing. We as farmers know this, that 
the whole resources of the nation are behind the 
Wheat Board, and it gives us a great feeling of in- 
come security to have a national agency doing our 
marketing for wheat. We have got confidence that 
because it is a national agency, that it will not let 
the prices drop to ruinous levels, and we know too 
that since we have established this board, that if 
it is necessary to make up any difference in the 
price, that this board pays the farmer, and if it 
should still show a loss in the export markets of 
the world, we are quite certain that the national 
government will cre up that difference. That is 
why we feel secure with a national board that will 


take a commodity in the interprovincial and export 


field. We feel that the co-operative do a particularl 


mod job din their particular, fleld, of .provineiel 
producers marketing boards, but we feel that so far 
as our problem is concerned, that export commodities 
that go through interprovincial export boards, we 
need a national board. 

THE CHAIRMAN: The last page refers to 
information, and as you know our Terms of Reference 
refer specifically to the problem of adequacy of 
information. Quite clearly Mr. Nollett, one of 
the problems of adequate statistics is the sampling 
that has to be done. Now in the case of the Dominion 
Bureau of Statistics, what they are interested in 


primarily I presume is a sampling which will be 
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as representative for the country as a whole as it is 
possible for them to devise with some eye to the cost 
of assembling this material. 

Now we have had a number of representations, 
but these data are inadequate on a regional basis, 
and I am inclined to think that the statisticians 
in D.B.S. would probably wholly agree with this, and 
I know that in many cases they are reluctant to 
release their data on a regional or provincial 
basis because the total sample is devised as being 
adequate for the national purpose, but the sample 
is not adequate really for a provincial breakdown. 

In view of this, I wonder whether at least 
in certain areas there might not be more participation 
by the province in the accumulation of this data? 

Let me take as an illustration retail 
prices. So you can get the cost of living or the 
cost of food index for the City of Winnipeg or the 
City of Regina, obviously this can be best gathered 
at the source, and provided that the basis of 
gathering was the same in each city. The larger 
sample might be got locally on a more satisfactory 
pasis. After all the D.B.S. have to use correspondents 
that write in. It is difficult to know or check 
how accurate this is. If it were done locally, 
perhaps it could be done more cheaply and more 
adequately in order to get at a local or regional 
period. 

This does raise the question of how far 
perhaps the provinces might be able to participate 


a little more in the development of better statistics 
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of this kind. 

HON. MR. NOLLETT: I think that is an excellent 
point, sir. Our.own relationship with the D.B.S. 
are: ThrougiT ourhownr Statistics. Division. - I think 
we need to revise our thinking on gathering statistics 
right from the top down. It would be particularly 
necessary to do re-organization on the provincial 
level: tort perpthe kind ofi statistics we want.’ It -is 
certainly well taken. Would you care to comment 
on that, Mr. Horner? 

MR. HORNER: I would agree with that. 

MR. SCHWARTS: We would like to see some- 
thing in Canada that would be similar to this 
particulary publication. It is’ a: quarterlyiin’ the 
United States put out by the United States Depart- 
ment of Agriculture on the marketing and transportation 
situation. We don't have any data on what happens 
to the marketing margin by seasons. We only 
have the annual data. It is too rough. I would 
like to see more attention paid to the marketing 
margin throughout the entire year. Maybe a publi- 
cation could be devoted to this particular aspect 
OTsies That is more or less what we have in mind. 

I am sure the provinces could assist in this type 
of endeavour. 

THE CHAIRMAN: Thank you. Those are the 
questions I have, Mr. Schwartz. I don't know 
whether my colleagues have any further questions. 

COMMISSIONER WALTON: On page 4 you mention 


where you are indicating advertising and promotional 
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costs as an addition to the cost to the consumer, you 
mention food stamp plans. Do you have those in 
Saskatchewan? I know it exists in some provinces. 
In other provinces at the provincial level they have 
been able to stop them. Is Saskatchewan in that 
category? 

MR, SCHWARTZ: We don't have food stamps 
in this province right now. 

COMMISSIONER DRUMMOND: I have just time 
for one question. One of the major points the Chairman 
has been discussing with you is this matter of 
bargaining power and the possible effect of bargaining 
power first, on marketing price, second on voluntary 
co-operatives. You mention on page 19, the Chairman 
has referred to this already at the bottom half of 
the page where you suggest co-operative organizations 
do or can assist in reducing the effects of price 
Spreads in two ways, the second way being through 
competitive effect on commercial marketing agencies. 
The point I am asking now is, do you feel that 
voluntary co-operative organizations can to some 
extent at any rate improve the bargaining power 
instead of the prices by simply injecting a degree 
of competition which was not there before? 

HON. MR. NOLLETT: Yes, I believe that. 

I believe they are not going to solve the problem. 
I think it takes a bigger authority than 
voluntary co-operative or purchaser marketing co- 
operation. 


COMMISSIONER DRUMMOND: Perhaps the other 
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thing that emerges following that, in your opinion 
the Marketing Boards can improve the bargaining power 
not only by trying to get what we sometimes call 

true supply and demand price, but a price which might 
be very considerably higher than that if you felt 

it was necessary to get it. Is that correct? 

HON. MR. NOLLETT: No, when I think about 
marketing boards, I mean effective marketing boards 
that will have the power to set prices to producers 
in accord with their costs. I don't think of them 
at all in terms of bargaining. I think our whole 
economy is so complex we should not be thinking of 
bargaining. We should be thinking of planning, 
distribution, making a proper re-distribution of 
incomes to all segments of the economy. These are 
mentioned here. You don't jump from one thing to 

| the other. These have been mentioned. I think 
Co-ops can perform and can function and the Provincial 
Marketing Boards. The final solution will rest 
with the agency that makes a proper redistribution 
of income and various commodities and services. 

COMMISSIONER DRUMMOND: The reason I 
have asked this in some other provinces apparently 
the objective that people have in mind when they 
are advocating marketing boards is simply to get 
an agency which will improve the bargaining power. 

HON. MR. NOLLETT: That is right. I did 
not make reference before, but some gentleman in 
British Columbia held to the theory of supply and 


demand that supply and demand should prevail. He 
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referred to it as being the balance wheel of free 
enterprise. I would like to suggest that I can 
see there is no such thing as free enterprise any 
more. The so-called balance wheel has gots its 
bearings burned out, and doesn't operate any more 
ao ail. Modern society, if it is going to achieve 
anything, I think a good suggestion would be social 
objectives. Things ought to operate with some 
desirable social end in view. That is why I suggest 
a Government board. I think governments as insti- 
tutions have a social purpose for existence. 

COMMISSIONER DRUMMOND: That makes a good 
clear distinction. Thank you very much. 

THE CHAIRMAN: We usually conclude our 
morning hearings’ at 12.30% That clock shows we have 
one minute to go. We appreciate the additional 
submissionscoming forward, two of which we have 
received on arrival last night, and the other one 
this morning. We have not been able to give these 
very close study as you will appreciate, but we would 
like to have them put on the record this afternoon 
and there may be a few questions that we will ask 
about them. \L think, in the main, it will be just 
a presentation of the submissions. Thank you very 
much, Mr. Minister, for being here and making 


this presentation. We will recess until 2 o'clock. 


--- The Commission adjourned at 12.30 p.m. 


to resume at 2 p.m. 
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SUBMISSION OF 
DEPARTMENT OF AGRICULTURE 


on Hogs & Eggs 


ppearances: 


W.H. Horner - Deputy Minister of Agriculture 


THE CHAIRMAN: We will come to order and 
ear the next submission from the Government of the 
rovince of Saskatchewan. The earlier brief was 
oO. 23, we will call this one Exhibit 24. 

Mr. Minister, I think Mr. Horner is going 


Oo present the brief on price spreads of hogs and 


HON. MR. NOLLETT: Yes. Mr. Horner will 
resent that one. 

The language will not be quite so refined. 
MR. HORNER: Thank you, Mr. Chairman, and 
Members of the Commission. We will try and keep 
Ihe language within the bounds of respectability 

t least in this submission. 

The Department of Agriculture appreciates 
Whe opportunity of making some comments to the 

oyal Commission with regard to price spreads and 
arket operation in two specific products, namely 
ogs and eggs. 

Mr. Chairman, we picked these two subjects, 


e in the case of hogs because of some problems we 


a 
: Lo eet + c G 7 

© to @acsees aiid? : a 

7 


beh 
; exe oe se 


- aay 


51h 


sine 


ore f eet 


softtt oe 


1 eat atl 
on anf rere 


Predera Re i 


ie ze 


hPa 


ict Sa 
b= os yew ous 


Pal iy 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 
= Lee oe Mr. Horner 


feel that persisted in the marketing of that product 
and secondly in the case of eggs partly because 

it is a fairly simple product and yet one that had 
a substantial price spread. 

Saskatchewan's location in relation to the 
consuming centres of Eastern Canada and the rapidly 
increasing population centre on the West Coast, to- 
gether with a substantial surplus produced in many 
food products, tends to make the Saskatchewan 
market the lowest in Canada. 

Table I presents the average monthly price 
of Bl hogs on four Canadian markets for 1956 and 
1957, together with monthly marketings. 

The monthly marketing in that table is 
combined for Saskatchewan and Manitoba, and then the 
total for Canada. 

The table shows that in 1956, prices at 
Saskatoon averaged $4.85 less at Saskatoon than at 
POronce. This means that in that year, farmers who 
marketed at Saskatoon received $7.76 less per hog, 
that is onthe basis of 160-1b..-carcass, oohan the 
farmer who marketed at Toronto. The spread between 
these markets narrowed noticeably starting in April 
and May of 1957. By June of that year, there was 
a spread of only $1.58 per cwt. Lt, 1-5. 21 ff-euks 
to explain the reasons for this type of fluctuation. 
Certainly the monthly marketings in Saskatchewan 
and Manitoba compared to ttotal C.rnadian marketings 


do not seem to provide a reasonable explanation. 


Of course, what we object to is the extremely 
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wide spread that persisted in 1956 and not the 
narrowing of the spread. 

Tt is a general opinion that the consumer 
in Saskatchewan pays almost the same price for pork 
products as does the consumer in Toronto. However, 
it was not possible to secure, for example, an adequate 
retail price comparison between Regina and Toronto. 
Therefore, it can only be suggested as a supposition 
that prices at Regina were not substnatially lower 
than at Toronto, even during periods of wide discrepanc 
in producer’ prices. 

Table I shows that monthly average prices 
at Edmonton through 1956 and 1957 were above Saskatoon 
average prices. In 1956, the yearly average price 
in Edmonton was $23.40 per hundredweight, which was 
the same as the Winnipeg market average, and in 
1957, Edmonton yearly average was only 45 cents per 
hundredweight under Winnipeg. At the same time, 
Saskatchewan prices, as recorded from the Saskatoon 
market, were $1 per hundredweight under Edmonton 
average prices in 1957, and were $1275 under 
Edmonton average prices in 1956. 

In spite of this price relationship, Table IT 
shows that in 1956, 20,337 live hogs, and in 1957, 
13,801 live hogs, passed through Saskatchewan and 
Manitoba to be sold in Eastern markets, that is 
hogs originating in Alberta -- while the total 
number of live hogs from Saskatchewan and Manitoba 
to leave these provinces was 5,324, which were almost 


all sows. Further, a total of 57,746 Alberta hogs 
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were marketed in Manitoba and 10,445 Alberta hogs 
were marketed in Saskatchewan in 1956. The figures 
for two months of 1958, as shown in Table II, are 
of the same order. This raises the question as to 
whether the market is operating freely, for it would 
seem that under the price relationship that existed, 
the movement should have been from Manitoba and 
Saskatchewan rather than Alberta, that is movement 
of live hogs east. 

With*regard-to the fourth Term, of Reference 
of your Commission, namely price information, there 
appears to be room for considerable improvement in 
the case of hogs. 

In Regina, for about the last two years, 
that really should read the last several years, because 
I am not sure as to how long it has persisted, the 
price of hogs, as quoted in the daily newspaper, is 
so much per hundredweight plus $1 per hog. 

That is market quotations in Regina will 
read $25.50 per hundredweight plus $1 a hog. More 
recently, quotations from Moose Jaw and Prince Albert 
also quote "plus $1 per hog". 

I micht say this "plus $1 per hog" is not 
quoted at Saskatoon. 

The Markets Information Service are to be 
commended for including such premiums in their 
quotations. However, on a free market, it seems 
that the quotation should be in terms of dollars 
and cents per hundredweight. Further, comments 


are heard regarding further premiums even of purchasers 
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bargaining as to special arrangements, such as paying 
the normal yard charges, even as to percentage premiums. 
That premiums are paid to truckers for hauling hogs 

to packers is practically common knowledge, though 
definite proof is not always easy to obtain. 

In 1956, out of just over 5-1/2 million hogs 
Slaughtered, only 840,000 were received on the public 
stockyards. ini 1957, oubPerialimost? 5 million hogs 
Slaughtered, only 730,000 were received on the 11 
public stockyards in Canada. In saskatchewan, 

294,000 hogs were slaughtered in inspected plants, with 
only 19 per cent, or 55,600, going through public 
stockyards in 1957. 

This makes it difficult to assess the hog 
market and tends to reduce conficence in the public 
market aS serving to establish the real prices paid 
for hogs. it 18 actually.most difficuit, iAfenest 
impossible, to provide accurate information on hog 
prices. Arising out of this situation is a widespread 
feeling among Saskatchewan producers that the small 
number of hogs that go to a public market outs the 
packer in a position to exercise some control over the 
public market. In addition, the transportation 
agent, the trucker, has, it appears, become an 
agent of the packer. That is the buying agent, we 
mean, Mr. Chairman. 

In periods of surplus or on slow markets, we 
believe this tends to reduce prices paid to producers. 
It also appears that in periods of scarcity, packers 
tend to offer special inducements to truckers and to 
producers direct, and tend to avoid bidding more for 
hogs on the public market. 


(Page 1230 follows) 
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AVERAGE PRICE FI HOGS - 1956 
FROM FUBLISHED LIVESTOCK AND MEAT TRADE REPORTS, 
MARKETI''G SERVICE, DEPARTMENT OF AGRICULTURE FOR CANADA 


Monthly Marketings 
sask. & 


Edmonton Saskatoon Winnipeg Toronto Manitoba Canada 
January $19.00 $18.00 $19.52 « 2020.47 @9O518O. «4033000 
February 20.19 15.00 20.04 22.52 G1,322 849g)te0 
March 19.85 18.50 20.18 22.60 99,671 590,117 
April 20.08 73,07 L273 AGES: 86,532 494,319 
May 20.94 18.95 20.52 23.32 62,116 -458}er7 
June 24.73 22.25 23.65 SG, 476 oi 201. 522 Free 
July 24.99 23.07 24,91 27.55 By 5200 |) 375i ee 
August 24,86 22.63 24.70 26.89 By .ool /, 35e,17e 
September 27.33 23.68 26.23 28.04 59,960 449,958 
October 27.64 25.50 o7 43 29.50 68,621 414,594 
November 27 2). 25.62 2 ok} 20.72 94,209 451,356 
December 27.06 25.98 ai coe SO0.NT Is, 050.6 COTY 
1956 $23.40 $21.65 $23.40 925,50 
AVERAGE PRICE Fl HOGS - 1957 
January $27.09 $26,43 $28.12 $30,64 87, 802 403,488 
February 29.70 28.59 30.63 32.45 Treero Hou, 936 
March 26,84 26.07 28,06 29.19 85,764 507,565 
April 2h 18 25.63 27,,2H 28.50 64,075 %392)227 
May 27.30 26.55 28.14 29.05 65,530 381,898 
June 20.70 30, 02 S176 31.60 77,kE7 «4315484 
July 32 27 37/03 Se Ge 35.12 53,061 317,777 
August 33.40 31.94 33556 34.59 48,323 301,630 
September 31.08 31,05 32.04 32.30 69,026 456,560 
October 25.68 24.00 25.71 ag deren ha 71,048 . 39345396 
November 22.93 21.80 ae et 25.99 98,711 443,530 
December oye ePls Sak 24,64 27.83 123.45. Sib, ese 
Loy aS des $26.55 $28.20 $30.05 
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TABLs IT 
MOVEMENT OF LIVS HOGS TO ONTARIO AND "UsBse 


ORIGINATING IN ALBERTA, SASKATCHEWAN AND MANITOBA 


* For monthly prices at Edmonton, Saskatoon, Winnipeg and 


Toronto, see Table I. 


Noy Of No. of NOs OL, 
Live Hogs Live Hogs Live Hogs 
Be Oe Ra 56 Biownee 1 2OSTI“N 266 (Jan, & peb) 
Alberta 20, 337 13,601 8,972 
Saskatchewan - 74 - 84 1,409 
Manitoba 1,944 By Lie 163 


TOTAL: 22,355 17,057 16,544 
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The egg is a somewhat Simpler commodity 
with which to deal than meats because it does not chang 
form between the producer and consumer. The objective 
of the trade is first to select out the good eggs, and 
secondly, to place these in front of the consumer in as 
nearly the same condition as when laid as possible. 

Table I shows that in Saskatchewan, the 
period of heaviest marketings of eggs takes place 
in the period April-June, and during this time the 
volume of marketings may average from 3-4 times the 
rate for the period October-December. This Table 
also shows that in the winter months, November to 
February or March, 70 to 80 per cent of eggs produced 
in the province are Grade A. In the summer months 
of peak production, about 75 per cent of our eggs 
are” below Grade "A". 

Throughout 1957, the spread or margin at 
Regina in handling eggs was 11 cents to the wholesaler 
and about 5 to 8 cents to the retailer. Thus, when 
the producer was getting the Support price of 30 cents 
per dozen, the consumer paid about 46 cents per 
dozen. This is shown in Table II. 

A breakdown of their costs of handling eggs 
was provided to us by one of the larger egg handling 
plants in the province, and is shown in Table ITT. 

It will be noted that of the 10.83 cents per dozen 

cost indicated, costs which might be assumed to 
fluctuate fairly directly with volume, namely cases 

and supplies, wages and grade loss, add up to 8.52 
cents, though some wages would be constant as presumably 


a minimum staff must be engaged. Other costs 
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amounting to 2.31 cents per dozen would be conspant, 
regardless of the volume. 

The association with volume of costs is 
shown in Table IV - figures supplied to us by the 
same firm. These show that in the six months of 
heaviest volume, costs per dozen were much below those 
incurred during the six months of lightest volume. 

In view of the marked economies resulting 
from size of operation, there may be a tendency to 
maintain too many competitive units and to maintain 
price spreads that permit smaller competitors to 
stay in business. 

This situation may prevail in the case of 
eges. there are 93 egg grading stations in the 
province. In 1957, they handled 411,718 cases. “Only 
8 handled 10,000 or more cases in the yearrrInirt y- 
five stations handled less than 2,000 cases. There 
may be some justification for small capacity stations 
operating, as they usually do, in conjunction with a 
creamery or dairy, at country points where they offer 
a quick service, not only to producers but also to 
retailers. in the ‘area. 

However, the following examples may snow 
Some unnecessary duplication of plant and facilities 
which could result in higher than necessary margins: 

North Battleford - 3 stations handling 1,800, 

15,000 and 7,700 cases. 


Melfort - 3 stations handling 5,700, 4,700 an 
2,500 cases. 


Saskatoon - 6 stations handling 10,560, 5,970, 
4,300, 3,300, 8,750 and 16,350 casks. 
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Yorkton - 3 stations handling 11,900, 
950 and 7,900 cases. 


Melville - 3. stations handling 7,150, 
foi Ovande 5,300 casas. 


Regina - 3 stations handling 9,850, 14,690 
ern 155.550 Cases. 


Moose Jaw - 4 stations handling 5,190, 
6,460, 3,620 and 4,210 cases. 

In the City of Saskatoon, six stations op- 
erated, buying a total of 36,086 cases. Seventy miles 
away at Humboldt, two stations bought 22,281 cases. 
Moose Jaw has four grading stations which bought 
16,991 cases in 1957, while at Regina, 4O miles 
away, 3 stations handled 40,572 cases. Stations at 
Wolseley, Grenfell, Broadview and thitewood on the 
main line of the C.P.R. and No. 1 Highway, 46 miles 
apart if boval, bought a total of OnLy 5,1 (0 Gaees . 

During the war years, Saskatchewan had 
almost 200 egg grading stations, but over half of 
these have been closed since. 

Many of the small plants must be inefficient 
due to their small size and low volume. A system 
of refrigerated assembly points, with shipments 
every second or third day to a central grading 
point, would probably permit more accurate grading 
and handling at lower cost. 

Tt would appear that if economies can result 
from volume handlings plus differences in efficiency 
that would be expected between operators, that 
actual costs should vary between stations with 


such a wide range of volume, as evidence at some of 
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the points listed. Although it would seem that the 
larger volume stations, if handled efficiently, should 
be able to reduce spreads by offering either more 
money to the producer or lower prices to the retailer, 
this does not seem to happen. Ino fact = tne price 
spread or margin, tends to become fixed with all 
stations charging the same margin at all seasons. 

A further inefficiency which we believe 
exists in the egg handling business is in the matter 
of the large number of low-quality eggs handled. 

Not all, but many of these eggs come from country 
assembly points, usually grocery stores. They 
assemble eggs in small lots and forward them to 
grading stations. In 1956, 24.4 per cent of all 
eges bought by egg grading stations were from these 
first receivers and 67.5 per cent were undergrades. 
In 1957, 18.1 per cent of eggs purchased came from 
first receivers and 73 per cent were undergrades. 

In Saskatchewan, where, at certain seasons 
of the year, such a large percentage of eggs are 
undergrades, the necessity of passing all these eggs 
through the hands of the candler must add to the 
marketing margin. If some fair way could be found 
of classifying these eggs, other than by individual 
selection by candling, some economies might be 


effected. 


(Page 1236 followg) 
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1236 
TABLE I 


PRODUCER EGG PRICES REGINA 1957 WITH SPREADS & VOLUME INDICATED 
EE __E TOL NEED ENBAVD OC VOLUME INDICATED 


GRADE % 
A TOTAL GRADE 
DATE LARGE GRADE AB % SPREAD GRADE C % SPREAD VOLUME 
Jan. 
B30 vorra 20 17.6 WO 14 B27 BAGr jigs reo 
i 30 Nese «621.0 10 14 Ol 16 963,220 
Meee sO (3.1 20 21,2 9-10 14 5.7 15-16 266,820 
eeeeso 671.3 20 22,6 9-10 14 6.1 15-16 247,140 
Feb 
5 30 Pesg 1 620 21.5 10 14 Sb: EGS 1245 aro 
ie 30 poe. 400° Oo 10 14 Oe2 1606. 250,650 
19 30 ae wi20 elo 10 14 5.9 Wier 236/860 
BO “30 ee 20 | Ou 10 14 G2 ab BES 
Mar 
5 30 ee 20 4.2 10 14 hoo. JG Hl Wen 
te | 30 Bae eo 26,2 10 14 6.0. 26" Sal Seo 
19 30 Beer 20 27,7 10 14 6.1 16 269,820 
26 30 64,4 20 29,0 10 14 O16 = 16. * 305650 
Aoril 
2 30 Sivon 120° 31.8 10 14 6.9 16 355,080 
9 30 Bove. 20" 37.6 10 14 (xen 26 “403,520 
16 30 pee oO L1G 10 14 Vele 26” 435, 200 
23 30 Poe ee AT 10 14 Tete a6 376;G20 
30 30 bee. 8 ee 4970 8 14 geese ST Shae 
May 
7-30 BoeO 6 22 53.5 8 14 9.9 26> 437,650 
14 30 Bigs Gee. 5955 8 14 9.4 16 482,010 
21 30 Eg) 224 60,6 8 La ese 6 - PSG are 
28 30 Bie (82: «60.9 8 if 3020. 36 iA wes 
June 
30 Ot: b 22 69,1 8 1G 12565 26  4oe Bea 
ni’ 30 ed OO 34.0 8 Lo; Fp LG, SOR ae 
18 30 ony 2A GLO 8 14) FSS TG 36a ceo 
ED) 32 preow ee. 62.6 10 i “3208, 416. shee 
July 
oe ea ee .O2 53 10 i} 12265 18. eolged 
9 38 tes ee 61.7 16 14. 4h,0 “eh | 245,@00 
16 AL Bae. 2e\ 1-619 19 14 14.3 27 241,590 
23 42 Bey) 20. 60,2 20 a4 15.0 28 219,250 
30 44 ie 5 Pe Si. 6 22 14> J4.7 30 ‘204,720 
fug. 
Ky ehek . (22> 56.8 22 14 TB. 30 177, a0 
3 44 1S Vi ees Og ee 14 15.7 30 “165,550 
20 44 Bey ee) 54,1 22 14 i422 30 141,520 
27 Ho Bee 22) 652.3 20 14 «6143 eB. a5 
sept 
3 He 37.6 22 48.4 @ 14 624.0. 88> Ta0;se0 
10 4e ae (a2 45 20 14 a7 bee | Aaa 
L7#He RH snui@e onlbau, 5 20 1 482 6S O16 
24 44 a. ee 22 12-14 14.6 30-32 114,960 
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TABLE 1, Contd. 


SPREAD GRADE C % SPREAD VOLUME 


22 12-14.  3S/0eg30-32 1067750 
18-20 12-14 16.0 28-30 109,830 
18 12-14 16.1 26-28 126,900 
18 12-1) = ACB 26-28. 102, Gp0 
18 12-14 12.5 26-28 113,130 
12 12-14 Aly2, 20-22 111,930 
12 12-14 9.7 20-22 115,440 
gh! 12-14 SG. 5020-22 109,550 
12 12-14 7.6 20-22 129,750 
10 12-14 7.0 18-20 147,660 
8 12-14 6.8 16-18 149,400 
8 12-14 6.6 16-18 179,910 
8 12-14 7.1.7 o-Lo 294, jo 
6 12-14 5.7 14-16 165,060 
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TABLE II 


EGG PRICES TO PRODUCER, RETAILER AND CONSUMER IN REGINA FOR 1957 

| PRICE 

DATE PRICE PRODUCER PRICE RETAILER SPREAD TO CONSUMER SPREAD 
—-. LER SPREAD TO CONSUMER SPREAD 


Jan. 8 30 4d 11¢ 45-48 4_-7¢ 
15 30 Ky Td 45-8 47 
(me 22 20-30 4O-y 11 45-8 5-8 
| 29 29-30 4o-41 ea. 45-48 5-8 
Feb. 5 30 41. aR 45-8 ney 
| ro 30 4h es 45-48 4.7 
|e 19 30 Wy el 45-48 i 
Mar. 5 30 yy 11 45-48 4-7 
12 30 41 i 45-48 4-7 
19 30 yy alg 46-48 5-7 
| 26 30 Ay 1 HE -48 4-7 
April 2 30 4) 11 45-48 4-7 
| 9 30 Hy 11 45-48 4-7 
| 16 30 4A jh 46-48 c-7 
23 30 41 11 46-48 5-7 
| 30 30 AW 11 46-48 ey 
May 7 30 Ky et 46-48 ey 
| 14 30 Ay up 46-48 5-7 
21 30 Ay cia 46-48 5-7 
28 30 yy ate 46-48 57 
June 4 20 Ay by H6-48 Sa 
vn 30 Ay el 46-48 5-7 
18 30 Ad 11 46-48 5-7 
25 32 43 ty 48-49 5-6 
July 2 32 43 a 48-49 5-6 
9 28 4g 11 49-50 O-1 
16 47 52 ae 50-56 o-4 
23 42 D3 ala 59-60 o-7 
| 30 uh 55 ut! 59-60 4-5 
Aug. 6 Yd 55 1% 57-61 Bes. 
13 yu 55 aval 57-61 2-6 
20 Ady 55 11 57-61 2-6 
27 oe ae rigs 58-61 5-8 
Sept.3 ho 53 a 61 8 
10 he 53 11 58-61 5-8 
17 ho 53 ve 58-60 2 bad 
ol Wy 55 14 58-60 3-5 
Oem. 1 4b 55 11 58-60 4-5 
8 ho-4e 51-53 i 58-60 1-9 
15 4O 53-55 13-15 57-60 4-7 
20 ho 51-53 11.85 57-59 6-8 
29 ho 51-53 11-13 55-60 4-9 
Nov. 5 34 51-52 17-18 56-57 5-6 
12 34 45 11 53 8 
19 34 45-46 11-12 50-54 5-9 
26 34 45-6 11-12 nL-53 6-8 
Dee, 3 32 43 11 oven e 8-10 
10 « 30 43-44 13-14 a ee 8-10 
17 30 4o-h3 12-13 49-51 T-9 
23 30 4o-43 12-13 49-51 t-% 
30 28 39-40 11-12 4g-51 10-12 
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TABLE III 


[YPICAL HANDLING COSTS FOR A LARGE EGG GRADING PLANT IN SASKATCHEWAN 


COSTS ARE PER DOZEN AVERAGED FOR THE YEAR 1956 


Cases & Supplies $ 4.10 
Candaling) 
Wages - Office  ) 3.80 
Sundry ) 
Power, Water, Heat eek 
Laundry . 06 
Post2ege Fa?! 
Repairs (Bldg.& Euipment) 03 
Travel LU 
Insurance & Taxes make. 
Cartage we 
Depreciation 40 
Interest .60 
Head Office Supervision eee 
Office Supplies & Advertising mae: 
Sales Expense 26 
Grade Loss 62 


$10.83 
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TABLE IV 
MONTHLY UNIT COST - 1956 
FOR A LARGE SASKATCHEWAN EGG GRADING STATION _ 
(Note influence of volume on cost) 
%@ year's 

Cost per volume 

__dozen_ by_ months 
January 1.86 (euae 
February Dh ea We Veet 


March 10,54 7.41 
April nae 13.96 
May 8,01 16.39 
June 8.92 13.40 
July 11.04 8.39 
August LeoLT 6,32 
September 13.86 els: 
October 11.09 4.73 
November 12.99 4,20 


December L245 5,84 
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That is the end, Mr. Chairman. 

THE CHAIRMAN: The brief of the Department 
of Agriculture for the province of Saskatchewan will 
be marked as Exhibit 24. 

EXHIBIT NO. 24: Brief of the Department 
of Agriculture for 
the Province of Sask- 
atchewan. 

THE CHAIRMAN: Thank you, Mr. Horner. I 


am, sure you understand this is not a complaint, but 


we have not had too much time to study these. However, 


I am going to ask Dr. Drummond if he has any questions. 

COMMISSIONER DRUMMOND: Well I have a very 
few questions. Most of this material is so clearly 
explained that there is any question if there are 
any questions in regard to clarification. 

On page 2 in connection with hog marketing, 
in the centre of the page you state that on a free 
market it seems that the quotation should be in 
terms of dollars and cents per hundredweight. I 
take it there that you mean that instead of saying 
plus $1 per hog, it is $1 per hundredweight? 

MR. HORNER: Yes, Dr. Drummond. The 
$1 per hundredweight actually works out to, on the 
basis of 150-pound carcass, around 60 cents a hundred- 
weight, or something of that sort. What we do 
not understand is why if there is completely free 
bidding, and so on, on this market, if somebody 
wants hogs particularly one day, why he would not 


say 25.60 cents per hundredweight instead of 25.60 


| 


— — = 


2 


d 2 5b ike re ’ : 
iW Ge basva% bru Jon 7 “a. 


| uno 08 base spctthbed - 
Jon @lnew «ac ute yak » eleal Vo Lata by tel a ae 


a fy 
time 28g, eas 08,88 ya fF 


ve 1 ant 


es 
f=} 


nuit 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


= {ou} Mr. Horner 


per hundredweight instead of $25.60 plus a dollar a 
hog, or whatever the difference is. 

COMMISSIONER DRUMMOND: At the bottom of 
the same page you say that there is wide spread 
feeling in Saskatchewan that the small number of hogs 
that go to a public market put the packer ina 
position to exercise some control over the public 
market. Just precisely what is meant by that? 

MR. HORNER: Yes, I think Dr. Drummond, 
that wording is perhaps not so good. What we are 
teying to say is that the number of hogs that go on 
the public market do not mean very much to the packer. 
They are not. very important in his eyes, and that 
it is more important, probably, for him to get out 
in the country and be bidding on the different basis 
there than it is on the public market. 

I don't mean exercise control even in the 
Sense of the word. 

COMMISSIONER DRUMMOND: For our information, 
could you indicate very briefly jut what the processing 
Sev-upiis, in the province? How many plants there 
are, and where they are located? 

MR. HORNER: The major plants are Burns 
and Company at Prince Albert; Intercontinental at 
Saskatoon; Burns and Company at Regina, and a small 
Intercontinental at Regina, and Canada Packers at 
Moose Jaw. 

THE CHAIRMAN: In respect to the egg 
situation. it would appear from the second paragraph 


+ 


on page 6 that you have a very pronounced seasonal 
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variation in egg production? 

MR. HORNER: Yes. 

COMMISSIONER DRUMMOND: Is that due to the 
size of the egg-producing enterprise on the average 
farm, or 1s it due to some other factor? 

MR, PAYNS: 8 hiniovehrs 9 thers aoe tab 
assumption, that the selling of the production is 
due to the small farm unit that are employed on the 
premises for the owner's uSe. Even in the Spring, 
and even when the crows are laying, these birds go 
into higher production and thereby floods the 
market through that Spring period. 

COMMISSIONER DRUMMOND: You mention 
that at certain seasons, in the Winter months, most 
of the eggs marketed are of much higher quality 
than other times. Would it be fair to say that 
most of those higher quality eggs marketed at the 
time of the year, the Winter months, are from the 
larger, more specialized producers? 

MR. PAYNE: Partly. Another factor there 
of course, is due to the climatic condition. The 
eggs that me produced at that time are gathered 
and they are cooled more rapidly and thereby the 
quality is maintained. It is during the hot summer 
months that the eggs tend to lose their quality 
very rapidly. 

Our specialized producers in this province 
are few and far between, and even though the eggs 
produced in the winter are of higher quality, they 


are produced by relatively small flocks. 
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COMMISSIONER DRUMMOND: Mere 16 no “ap- 
preciable trend in that direction of more of the 
larger producers in the province? 

MR. PAYNE: Yes there is, but we speak of 
a larger producer here differently than what you do 
in the East. A larger producer in Saskatchewan cvoday 
has @ flock of 3,000 birds, and we have quite a few 
of those. 

COMMISSIONER DRUMMOND: Purther down on 
the same page, page 6 you relate the size of the 
margin to the volume of operations, and suggest, I 
think quite rightly, that you would expect some re- 
duction in the cost as volume increased, and then on 
the next page you give details in FESDCCU GO tne 
volume, fthink Fou Suggest later on that as far as 
you could see there is no appreciable variation 
in the actual cost of operating these stations? 

MR. HORNER: I think what I was trying to 
Say Dr. Drummond there was that we think there must 
be an appreciable difference in cost, but they are 
not reflected in any change in the market. 

COMMISSIONER DRUMMOND: Exactly, yes. In 
other words, at the bottom of page /% you say the price 
Spread or margin tends to become fixed. 

MR. HORNER: That is right. 

COMMISSIONER DRUMMOND: All stations 
Charging the same. By the way, you Say that during 
the war you had as many as 200 eggé grading stations, 
and that has been cut in half. How has that half 


been eliminated? As a result of competition? 
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MR. PAYNE: No, mainls because of a volume 
proposition. During the war when the price was 
Stabilized due to our war exports, there was a tremendou 
demand for eggs, and the producers in the small areas 
were producing eggs, and the Pastels were going out 
to get them, and went out to get them by establishing 
what we call the pee-wee stations. These little 
Stations popped up all over the country as the demand 
for these eges increased. When the demand fell off 
after the war, these stations were gradually closed 
up, and we are still in the process of closing up 
some of the smaller volume country stations. 

COMMISSIONER DRUMMOND: I suggest what 
Seems to be a very interesting suggestion there on 


that same page 7, where you say: 


"A system of refrigerated assembly points, 
with shipments every second or third day to a central 
grading point, would probably permit more accurate 


grading and handling at lower cost." 


MR. HORNER: Yes. 

COMMISSIONER DRUMMOND: How would you 
expect such a system could be brought into operation, 
ot) at. 211.) 

MR. HORNER: Do you mean to actually put it 
into effect? 

COMMISSIONER DRUMMOND: Yes. 

MR. HORNER: One thing that one would think 
might direct it that way would be just easier com- 


petition between organization. I suppose it could be 
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done by regulation, or subscription, or requirement. 
Personally I think the first would probably be the 
way it would be done eventually. 

COMMISSIONER DRUMMOND: I notice by today's 
local press you are contemplating a plebiscite with 
regard to an Egg Marketing Board. 

MR. HORNER: I should have added that would 
be one way it could be done, yes. 

COMMISSIONER DRUMMOND: I presume your fina 
paragraph, page 0, where you say: 

"If some fair way could be found of 
classifying these eggs, other than by in- 
dividual collection by candling, some 
economies might be effected." 

That would be some technological developmen 

we have not had so far. 

MR. HORNER: I think perhaps, sir, the 
Egg Marketing Board would probably be able to do 
something of this without a technological process 
exactly. We say just ahead there with regard to 
these aids that come from the country grocery store 
where they are agsemblea a dozen or two dozen at a 
time that in 1956, 67.5 per cent were under grade, 
and in 1957, 73 per cent were under grade. Perhaps 
you could make some classification as to source or 
something of that sort. 


COMMISSIONER DRUMMOND: I think those are 
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all of the questions I have to ask, Perhaps I should 
finally ask this: Did you have any other thoughts 
in mind with respect to things a Board might be able 
to do in connection with the eggs? 

MR. HORNER: Those were two of the things. 
Those could be done by Government regulation as well 
as by an Egg Marketing Board. Other things that a 
Marketing Board might do would be -- I could mention 
we have had on occasion problems in Saskatchewan in 
having the support price reflected to the producer, 
We have had occasions crop up, I think it is fair to 
say they have been rare, where the processor did not 
pay as much as it was considered he should pay when the 
support price was at level. I think that is the gort 
of thing a Marketing Board could do. I don't know 
the marketing of eggs well enough to say. Perhaps 
there are areas in disposing of these low grade eggs 
which is a problem in our province and particularly 
concerted action by one agency might be more effective. 

THE CHAIRMAN: What are these under grade 
eggs used for? 

MR. PAYNE: Under grade eggs are used 
mainly for the making of melange or egg powder, 
Melange is a product where the egg is whipped and 
frozen in containers, and this product is used in 
the bakery trade, the chocolate trade, cake mixes 


and so on. The powdered product is in cake mixes. 
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That is where the bulk of the under grade egg is, 
in the allied industries. 

THE CHAIRMAN: Where is that processing done? 

MR. PAYNE: That processing is done in 
plants here in Saskatchewan, with regard to the local 
eggs. There are several plants in Saskatchewan that 
do processing. 

THE CHAIRMAN: What I was concerned about 
was your reference to a central grading plant. It 
looks to me as if you need some grading back on the 
farm if you are going to be transporting under grade 
eggs all over the province to central grading stations. 

MR. HORNER: When we said a central grading 
point, I think that was used relatively in that we 
would coutemplate several central grading points in 
the province. 

COMMISSIONER DRUMMOND: What percentage of 
your eggs are exported from the province? 

MR. PAYNE: Roughly about 25 per cent. 

COMMISSIONER DRUMMOND: The Federal Govern- 
ment has stored quite a few Saskatchewan eggs, have 
they not? 

MR. PAYNE: Yes, they do. As a matter 
of fact, practically every year they store some. 

They are stored in Saskatchewan, but the unhappy 
part of the situation is, Saskatchewan is the last 


ege cleared into the retail channels. The eggs are 
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left in Saskatchewan. They are the last and on 
several occasions the Federal Government have had 
to taxe the last of the eggs and break thom into this 
melange I mentioned earlier, 

THE CHAIRMAN: We will have the Board study 
this document more carefully, Mr. Horner, thank you 


very much. 


(Page 1249 follows) 
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THE MILK CONTROL BOARD 
DV AND 


Appearances: 
Chairman Mr. J.E, Ridley 
Inspector, - Mr. C.L. Baker 


Milk Control Board 


THE CHAIRMAN: There is another presentation 
on kehalf of the province on behalf of the Milk Contro 
Board. it will be. put in by Mr, Ridley. We will 
make this Exhibit No. eon 

EXHIPIT NO, 25: Brief submitted on 
behalf of the Milk 
Control Roard. 

Nie fl GaYs Mie Chairman, first of all 
I would like to say the Honourable Mr. Nollett, my 
toss, asked me if I would like him to sit beside 
me and hold my hand, and with that passing remark 
he said "You are an independent board" and he sat 
down. 

Before making the presentation I would like 
to introduce Mr. C.L., Baker, along with two other in- 
vestigators, auditors who check into the receipts 
and payments and so forth at the various plants in 
the controlled areas. If there are any questions 
I cannot answer I hope he can. If there are further 
questions neither of us can answer, I hope some 
economist from the Department will do so. 


Tntroduction: The Milk Control Board of 


Saskatchewan is pleased to present a submission 
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Supplementary to that submitted by the Government of 
Saskatchewan on Price Spreads of Food Products. 

It may be of interest to the Commission to 
know where, when and why milk control was established 
in Saskatchewan, In 1934, following the Report of 
the Royal Milk Inquiry Commission in 1933, milk control 
was inaugurated under the administration of the Local 
Government Board, In 1935, the Milk Control Board 
was set up as a separate body for the purpose of ad- 
ministering the Milk Control Act. 

The necessity for such a control has been 
Clearly outlined by Mr. B.A. Cooke, who was Milk Ad- 
ministrator with the Local Government Board and later 

| Chairman of the Milk Control Board, in an article 
written for the publication "Scientific Agriculture," 


which reads in part as follows: 


"... producers forced to let ecuipment and 
premises deteriorate; health officers forced 
by conditions to relax vigilance; producers 
being forced to reduce production to that 
which they could supply without any extra 
effort or cost; the price-cutting among dis- 
tributors being taken from producers! prices 
and gradually threatening to force them out 
of business." 


Mr. Cooke further declared that: 


——— "Steps had to be taken, and taken promptly 


at that time, to safeguard a milk supply and 
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"preserve the business from the results of 
its own actions." 

The Milk Control Act as it is administered 
today empowers the Milk Control Foard to establish 
schedules of prices at which milk shall be supplies 
by the respective classes -- producers, distributors 
and storekeepers, having regard primarily to the 
interests of the public, including consumers and those 
engaged in the production or distribution of milk, 
and to the continuity and quality of supply. 

The areas at present under control are 
Moose Jaw, Regina, Prince Albert, Yorkton, Saskatoon, 
Swift Current, the Battlefords, Humboldt and 
Melville. 

This brief will deal with the present 
day function of the Milk Control Board as it affects 
the public, which includes producers, distributors 
and consumers of milk. 

I might say, Mr. Chairman, in reference to 
the Commission, that was a Commission under Dr. 
William Allan. I believe they sat mostly in Sask- 
atchewan, but also held meetings in Calgary, Edmonton 
and | innipeg. 

The Pricing of Milk: Advantages to be 
derived from the exercise of control of the price of 
food products are well illustrated when one takes 
milk pricing as an example. In Saskatchewan it 


has been the practice to establish and regulate 


LE A 


' 


adore Pie: aguas anttatent,, aot dag nae < 
ye 


‘ io woe, >. > 
eet ee 8 


saa boofoapg. 


sala deskacibaee laa cme oo no 


SS et baemeiaie ae pane! 


. i J 
a See 


+ 


ob are ehkinnge ae 


a is | 


Pia 


bee Sa 


ot 


“0 Gaetvig- gt pimp ba \Srabteros Sal? esthae 
Sn ae 1} 
. i ny ED 
al rake 05,282 HON a yr: 


at 


he ar { Wau ni 
dds Bree: 1 CET OE eat! hed Le, bs SPSS, santo qwat és00m 


x 
aa i 


"4! be thst aint eo! taage ony <eoae Tiswe 


: concn te 


RAE 5 SP ENE Ae ; 
thosarg ont Nd ty tach! Sti tek venta | 
“SSG 7 et sa bisog Loadeet ste, on Te aoLtoniyt est 
Aa | . al 
de ayo Ose. ee rll DEF ARE ie PPUTONK, sph ort ‘ods 
fear Oe 7 ray “Se a el : , ; 
CBO ME ey Batud ster oi a exon ahao 
F ates Rye ory 
4 ae rerecado: a vee tater I 
. Be Se 1 ee, OP oa 
hae hrc y ¥ hea bepanit How 2gqd. .wGOlaetamo. ovig 
~ be inks ae oe ba was ries ei 
~vug engl DOOM, SHA, RE 4 By eetsed ane ee marlin’ 
ht 223i" 16S Si ane 
r iste ne a <n oeert a fret ak epi ; DRM, he al et gud weenie 
i rea ta mbt f SS are 
Srv cn fh ts 


seqtant * Baa 
ve TOR 


Tie has eas £1 


by Fc 


et 5 
, 4 
HEF no 


d &% U 24 > at : “A sy delenit h Paid 
in SERS STS “at 
“ wit Rep Lory 1c ofictome ond g09% Sav laen 
= ¥ Aw | 23. bis - 
foun eti Rertw 84 tecdeyl TE One iS, Ssumnern beet 
eweO TE eS iL, a Le ‘a4 prt otny wi Lm 
bd Oe AN kage cs 
Nap t el upmere el tiatee, of toe: Sis neo sea 
ei bt Aes piece 
arr eon w& AE tad 


enon 
MTS) 
centage a at rude calbired nia Sbbegngne 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO =si2h2 - i. Ridley 


producer prices, the margin allowed the distributor, 
and the consumer prices for milk. 

In the establishment of price schedules, 
the Board must consider the necessity of establishing 
producer prices that will insofar as possible guarante 
an adequate supply of food quality milk to satisfy 
the requirements of the particular area under control. 
This objective has not been attained in some areas. 
One area in particular has continued to lag behind 
both in respect to quality and supply. However, in- 
dications are that even in that area the volume will, 
in the not too distant future, fulfil réquirements. 
In areas where there is a milk shortage, spray 
milk powder from Ontario is reconstituted. This is 
a practice which the Milk Control Board frowns 
upon but tolerates because of necessity. In the 
specific area referred to above, it is calculated 
that in 1957 producers lost a potential additional 
revenue of $130,508.94 by not producing a sufficient 
supply of milk to meet requirements. 

In other areas there has been a continual 
over-requirement supply of flipideniike...i na tnedse 
areas the producers receive a lower average price 
per hundred pounds because the milk that is sued 
for products other than fluid milk is purchased at 
lower prices. Surplus milk finds its way into 
the manufacture of ice cream, cottage cheese, cheddar 


cheese and butter. One plant is now utilizing surplus 
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Skim milk in the manufacture of condensed Skim milk 
for sale to bakeries, ice cream plants, and possibly 
to milk plants for reconstitution. 

The present pattern of producer prices was 
established some years ago. It varies from area to 
area and is determined to so0me extent by availability 
of supply and transportation costs. A Cost of Pro- 
duction Survey was carried on for a period of three 
years, the result of which also assisted in the deter- 
mination of producer prices, 

To assist in the determination of fair producer 
prices, the Board is now being guided by a Milk 
Pricing Formula. Milk producer groups have expressed 
confidence in the formula and have agreed to accept 
its use as a guide for price movements upwards or 
downwards. 

I might say we have not discussed this with 
all producer groups, but some of them with whom we 
have discussed it, have shown acceptance to it. 

They are in accord with the requirement 
that the formula indicate a 19-cent-per-hundred- 
pound variation upwards or downwards before any pro- 
ducer price adjustment is made Nineteen cents in 
producer prices is equivalent to approximately one- 
half a cent per quart in consumer prices. 

And then we have the formula that is being 
used and I should like to impress upon you it has 


been used as a guide only. We have not instituted 
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price changes by the formula only. infact since I 
have become Chairman we have only changed the price 
once in all areas and that was about a year ago, 

but we did use the formula to Support our decisions 
at that time, 

You will notice from the formula at the 
bottom of the page actually it has been dropped in 
the last three or four months. The last time I had 
anticipated, according to the three months! average, 
they would keep on going until it got well above the 
19 cents, and we would have had no alternative but to 
do something about increasing the producer's price, 
but it took a turn backwards, at least, temporarily. 

On the next page we have a table showing 
the whole milk price for controlled areas in 1957. 

I would like to state there, of course, that 
wepone whole milk price only }OOLGthinke se 126 serr— 
explanatory, but I should refer to a few figures, 

i believe. 

Looking at Saskatoon we have a price of 
$4.61 with an explanation at the bottom of the page. 

Average price for milk sold in the city and 
to country points, based on 26 per cent of total 
sales to the country. Milk for country sale 
is purchased at aprice lower than that for milk for 
city sale. 

That is the only controlled area where 


that exists, where they have a lower price for milk 
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that is sold to country points. The purchasers! 
organizations asked for it to continue, 

There had been a much wider spread a year 
ago before, and we agreed to maintain it at that 
lével. 

The average price works out at $4.61. It 
is actually 25 cents a hundred less for milk gold in 


Che country . 


GUIDE TO FLUID MILK PRICE BY FORMULA 


Regina Area -~ December ,;1957 


% of Determination 

index Base Weight Record 
Wholesale Price 22529 102.2 ae es 12.76 
Consumer Price 12051 LO5.6-, tee 14520 
Average Weekly Wages 62.31 Lee oe eae Ged e® 
Commodities & Services 
Used by Farmers in Wes- 
tern Canada 240.5 DOG; Gey eee 26.65 
Oats 57.62 G5 260 “36 12.84 
Farm Wages LI0.70 hl oe Ree LL. ce 
POMrOSITE INDEX (1952-'3-'4, 100)» ....esuecee ; 207.37 
oo 10 0 ae ee er crc < S scone eae ae me $ 4,50 
PRESENT AVERAGE PRICE Ee ce ee ae a4 70 
FORMULA PRICE (107.37 x 4.50) _$ 4.83 
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FORMULA PRICE GUIDE FOR YEAR 1957 


Formula Price 3-Month Averag 


January a Wy 6) 

February $4.72 

March $4,702 $4.72 
April $4.71 $4.72 
May $4.80 $4.74 
June $4, 84 4,78 
July $4.89 $4, 84 
August $4.89 $4.87 
September $4.86 $4.88 
October $4.86 $4.87 
November $4.85 $4.86 
December $4,83 $4.85 


Then going down to Humboldt, you will notice 
that we have a low average price per hundred pounds 
$4.30, and wonder why it could be so low at one point, 
and so high at others. Humboldt is a small market, 
and accept only milk which they use for food sales. 
They do not take any surplus at all, and so are able 
to buy at that price, and it averages out fairly 
well with milk in some of the larger centres. 

Then in Swift Current we have the reference, 
one price is $4.64, There again there is only one 
plant and are able to sell the milk at 19 cents a 
quart. That is possible because there is only one 
plant. There is no competition, and also because 
they have 8 particularly large volume of milk sold 
to country points. 

THE CHAIRMAN: May I ask with reference 
to the table, column 2, to consumer the price at 


Regina is 20.58 cents. Is that correct? 
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MR. RIDLEY: That is correct, because they 
have a differential as it were in Summer and Winter 
prices. During the Winter, the seven months, the 
price is 21 cents, and during the five months of 


summer, as we call it, it is 20 cents, averaged out 


20.58 cents. 


(Page 1258 follows) 
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Area 


Mcose Jaw 
Prince Albert 
Se3katoon 
Regina 

Yorkton 
Melville 

The Battlefords 
Humbolat 


Swift Turrent 


Number 


Plants 


WHOLE MILK PRICES FOR CONTROLLED AREAS, 1957 


SO ERO TO CONSUMER =—s-: TO_ DISTRIBUTOR 
f.0.B. The Plant Delivered Retail Spread or 
Per 100 Pounds Per Quart Gross Profit 
Testing 3.5% BiFat Per Quart = ___Per Cuart_ 
$ ¢ g ¢ 
4.70 Lee ee 21.00 3,39 
4,70 es 21.00 8.89 
4 .61* 11.88 21.00 9.12 
4.70 Leet 20.58 3.47 
4.50 1159 20.00 8.41 
4,50 11259 20.00 SEL 
4.50 | 11.59 20.00 6. At 
4.30 11.08 19.00 1.92 
oC) 
464 11.95 19.00 ee 


| 

FARM SHARE | 
AS | 
PERCENTAGE 0] 
RETAIL PRICE 


a 


57.66 
57.66 
BOsar 
58.84 


BT oo 


ae. 
ele 
5o. 31 
62.89 


Tue ahove caloulations are based on the price per 100 lbs, paid to producers for fluid milk requiremests and on 
the consuner celived price per quart only. 


* Average price for milk s71A in the city and to country points, based on 26 per cent of total sales to the 


ecuntry. Milk for country sales is purchased at a price lower than that for milk for city sales. 
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The pricing of milk is much more involved 
than is indicated by the foregoing table. The required 
gross profit may vary because of one or more specific 
Situations existing within an area or in an individual 
plant. Monopolistic control of an area is one factor 
that may determine the required gross profit. Others 
are: Size of operation, whether or not extras such 
as aluminum foil caps and paper cartons have been added 
to the cost of processing, and trucks vs. horse-drawn 
vehicles. Finally, there is the much debated 
factor of 6-day delivery vs. 5-day delivery. 

The producer does not always receive the 
price shown in the table for all his milk shipments. 
In all markets there are lower prices for milk used 
in products other than whole milk for the fluid 
trade. The resultant average price which the pro- 
ducer receives depends on the volume of supply and 
the percentages of his milk going into the different 
categories. 

Similarly, the distributor does not receive 
the delivered-retail price for all his processed 
milk. His resultant average selling price depends 
on the quantity of milk sold to country points, 
the quantities sold in pints, half-pints and gallons, 
the quantity of milk in wholesale sales, the volume 
of cream sales, and the quantity used in products 


other than milk and cream. 
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Consumer prices, both retail and wholesale, 
are established for within the confines of the con- 
trolled areas only. The producer prices, however, 
are determined by the board for all milk utilized 
in fluid sales regardless of where it is sold, 

The difference between the purchase and 
selling price, including what is sold in the country, 
is the gross operating profit, or what is commonly 
termed the "distributor's spread." Asa guide to 
the establishment of reasonable Eross operating profit 
for the distributor, The Milk Control Board has re- 
Quired distributors to submit to the Board detailed 
statements of operation. Any increase in the current 
distributor's spread must be justified by such 
data. 

Statements of operation for 1957, as 
received from distributors in all the controlled areas, 
indicated that the per unit expenses for the year 
on all fluid milk and cream products ranged from 
6.38 to almost 10 cents. Correspondingly, the 
profit and loss per unit ranged from a loss of a 
fraction of a cent for each of four distributors 
to a profit of almost a cent for all the other dis- 
tributors in the controlled areas. 

I should explain that last point. All 
the other distributors are not making almost a cent, 
actually they range from .Ol cent per unit up to 


almost 10 cents. There seems to be quite a variation 
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in the profit and loss column in breakdown, 

In a breakdown of expenses, it was found that 
"Delivery and Cartage" was the most costly item and 
averaged around 4 cents per unit. In "Processing 
and Manufacturing" the cost was fairly uniform and 
averaged at about 3.25 cents per unit. These two items 
together with the cost of "Administration and Selling," 
which averaged about 1-1/4 cents per unit, make up 
the total expense. (Unit Values: 1 quart milk, 1 
Unites de quart skim milk,.1 unit; 1. quart chocolate 
midk, L unit; 1 quart buttermilk, 1. unit; 1 quart 
substandard cream, 2 units; 1 quart coffee cream, 

4 units; 1 quart whipping cream, 6 units). 

And then there is an explanation as to unit 
values, We used a quart of milk as the basis, and 
then make the others equivalent. 

In the following table, sales of whole 
milk include what is sold to country points. In 
the markets of Saskatoon and Swift Current, there 


is quite a large volume of such milk. 


(Page 1262 follows) 
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SALES OF WHOLE MILK, 1957 


Number Average Salé¢s 
Area Quarts Plants Per Plant 


Moose Jaw 3,868,591 3 1,289,530 
Regina 10,671, 820 4 2,667,955 
Prince Albert Bo76S, Lay 2 1,384, 073 
Yorkton 931,352 2 465,676 
Saskatoon 11,832,259 4 2,957,814 
Swift Current 1,907,505 1 139075505 
The Battlefords 1,269,388 2 634,694 
Humboldt 387,093 2. 387 , 093 
Melville 637,213 2 318, 606 


You will notice the number of areas, the 
number of plants in each area, and the resultant average 
sales per plant. The average sales per plant vary 
quite considerably. 

Through the operation of The Milk Control 
Board, both producer and consumer prices have been 
fairly well stabilized. Infrequent price changes 
have reflected actual changes in the costs of pro- 
duction and processing operations. For the most 
part, when price increases have been requested, 
public hearings have been held. At these hearings, 
the distributors and the producers have supported their 
requests with cost figures. In some instances the 
Board has insisted on further economies being in- 


troduced to the distributors! operations as a 
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prerequisite to consideration of ‘any increase in 
margin. 

Then I thought it would be of interest to 
the Commission to know something about the prices 
throughout the whole of the province, whether they 
be in the controlled areas or not. It just happened 
we had a current investigation on, and slightly over 
half of the results have come in before I put this 
together. 

Retail Milk Prices, province-wide: In additio 
to the nine areas under the jurisdiction of The Milk 
Control Board, there are many places where processing 
plants are in operation. Frequently, producers for 
such places inquire regarding the controlled areas 
prices. The distributors in these places have the 
privilege of establishing their own producer and con- 
Sumer prices. It is obvious when reviewing the prices 
charged, that these distributors use our prices as 
&a guide for theirs. Thus, indirectly, the Board 
does influence the price structure of these non- 
controlled areas. 

A current survey of consumer prices, in the 
113 cities, towns and villages where the sale of 
pasteurized milk is made compulsory by local or 


provincial law, is summarized in the following table. 
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CONSUMER PRICES FOR PASTEURIZED MILK 


Delivered, Per Quart From Stores,Per Quart 
In Glass In Paper Cartons In Glass In Paper Cartons 
¢ ¢ 
Controlled areas 19-21 22 (Minimum) 19-21 22 (Minimum 
Saskatoon only Saskatoon only 


Areas, other than 

Controlled, where 

there are pasteur- 

ization plants 19-21 21-22 19-25 21-25 

Other towns and 

villages 19-27 21-29 21-27 23-29 
And then there are the three sections, controlled 

areas, delivered price per quart in glass ranges from 

19 to 21, depending on the area, and we have a Board 

order which sets the price of milk in paper at least 

one cent above our price set for glass, and that is 

why in Saskatoon where the price is el cents delivered 

to the retailer, consumer in glass. It would be 22 

cents in paper. Now that is the minimum. I believe 

they are charging more than that. From the stores, 

of course, there is a variation there again. Going 

to the other areas where there are pasteurization 

plants, and not under control, you will notice that 

delivered per quart in glass is the same range as 

in controlled areas, 19 to 21. In paper, about the 

game, 21 and 22. As you get to the store sales, 

they vary more than in those centres, because the 

storekeeper takes a higher mark-up than the dairy 


does, and then in the towns and villages where there 
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are no pasteurization plants, and get their milk from 
central points such as Regina, Saskatoon, Swift 
Current, and so on, the price ranges almost all over 
the lot. 

That is understandable because of transpor- 
tation costs of getting the raw milk into the pasteur- 
ization plants, and then back out again, but it can be 
as high as 29 cents in paper cartons in some places. 

Of further interest to you, I received a 
report from Uranium City which states that milk pur- 
chased in stores there is 45 cents a quart there, and 
that is all made from re-constituted milk, and they 
have to bring in fluid milk in from Edmonton, which 
ranges from 55 cents to 60 cents a quart. That is 
a long way away, and haven't any particular production 
i thaw 1rea. 

THE CHAIRMAN: Thank you very much, Mr. 
Ridley. We realize that milk marketing is sub- 
stantially a Provincial matter, but we are interested 
in the milk marketing situation, fluid milk as an 
illustration of controlled prices. In this connection, 
and tn relation to our problem of the spreads, it 
would be interesting if we could have from you the 
prices set by the Board over the last 10 years 
indicating when changes were made and what the order 


of the change was. You wouldn't have that informatio 


with you, would you? 
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ANGUS, STONEHOUSE & CO. LTD. 
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MR. RIDLEY: I haven't it with me flo5 * but 
could get them very easily. 

THE CHAIRMAN: Perhaps we may write you 
and ask for that. 

MR. RIDLEY: I will get it to you before you 
leave if you wish. 

THE CHAIRMAN: Wonderful. May I just ask 
about this reconstituted milk and it is not necessary 
if “hink for us to go into this in great-détail, “but 
in the case of a short supply market, which presum- 
ably if it is persistent could be corrected by a rise 
in price, you turn to the alternative of reconstituted 
milk, and I gather you do not like to do this, but 
you “doit. Is it sold as reconstituted milk? 

MR. RIDLEY: There is no law demanding 
that they sell it as reconstituted milk. There 
is the odd dairy that puts the wording on a cap 
saying it is reconstituted milk, but most of them 
do not. It goes out as fluid milk, and it may be 
mixed one with the other. There is no regulation 
saying they must sell it as reconstituted milk. 

THE CHAIRMAN: Does this imply that it is 
really impossible for the consumer to detect the 
difference? 

MR. RIDLEY: I would say that it is, althoug 
a lot of consumers claim it is reconstituted when it 
isn't. I know I would not be able to tell myself, 


and I don't know how the average consumer can. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO :3 1267 &; Mr. Ridley 


THE CHAIRMAN: How many of the dairies in 
the larger centers in the province are co-operatives? 

MR. RIDLEY: Toere are tiie two large or- 
ganizations, the Dairy and Poultry Pool at Saskatoon, 
wit branches at Prince Albert and Jorth Fattleford, 
and then t e Saskatc:.ewan Co-operative Creamery 
Association Limited, with their head office here 
in Regina, and branches in tiie controlled areas 
I am talking about, with branches at Swift Current, 
Moose Jaw, Yorkton, Saskatoon,Humboldt and Saskatoon. 
dumboldt and tiorth Eattleford fairly predominate 
the situation actually. 

THE CHAIRMAN: I am asking these questions 
because as far as I know we ave not got a brief on 
dair products marketing. If you have the answers, 
perhaps you could help me. 

Are these dairy pools engaged only in 
the marketing of the dairy products, or may be 
handling eggs and other products? 

MR. RIDLEY: The Saskatchewan Co-operative 
Creamery Association in particular handles almost 
all dairy products and poultry and eggs. Toa 
large extent Dairy and Poultry Pool is mainly 
milk, ice cream and butter, and I believe they 
have the small branch in the eggs as well, not too 
many. 

THE CHAIRMAN: Do you happen to know the 


extent of the patronage dividend paid by the pool? 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO D) 1268 a Mr. Ridley 


MRs REDLEY: 9 No I dé nots Mnéey Wo not 
supply us with t at information. We can get it 
if we so desire. 

THE CHAIRMAN: We can get it ourselves. 

MR. RIDLEY: There is a difference between 
the two co-operatives. You may be interested in 


knowing the Co-operative Creamery Association have 


t.eir brancnes and they are all operated as individual 


branches. There are a few private organizations and 
they buy according to our prices and distribute 
according to our prices and the poultry pool also 
has a few branches, not as many as the other or- 
ganization. Their branches pay their own pool or- 
ganization as tne one producer, dairy and poultry, 
consider themselves to be the producer they buy 

by our price schedules but the producers participate 
in the average, which includes butter, ice cream, 
cheddar cheese, etcetera. That is an agreement 

by contract with the producers, 

THE CHAIRMAN: Has there been an increase 
in milk? Is there more dairy products than milk 
going into processed products today than there was, 
say, 10 years ago. 

MR. RIDLEY: I think that is right. I 
cannot give you any idea of the percentage, of 
course, but it has been going up rapidly. We were 
faced with the problem a year ago February when the 


producers and distributors were asking for increases 
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ANGUS, STONEHOUSE & CO. LTD. 
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| and we were being definitely told if prices did not 
go up the producers would drop out of business. We 
did not go along with the demand. We thought it was 
unreasonable and it turns out the farmers did not go 
out of business, but kept on increasing even greater 


than ever. We think the price set has been reasonable 
to all concerned. Today the producers seemt to be 
reasonably well satisfied with the prices we have 
set. That I cannot say for the distributors. 
They are in trouble and so am I. 

THE CHAIRMAN: In the controlled areas the 
shippers of fluid milk are on quotas, are they? 

MR. RIDLEY: Partially. We have no regu- 
lation saying milk must be purchased on a quota. 
We have two areas under direct control, Moose Jaw 
and Regina. The others are using a quota of their 
own. We might set up a formula for them. We did 
not enforce it. That is partially because we have 
another situation which is different from any other 
province, We have summer and winter price for 
milk. The reason for that is to try and encourage 
the winter production. The price is lower in summer 
than winter. Thas has been in operation for quite 
some year 

The quota does not seem quite necessary. 
Whether one could do without the other I don't know. 
We find newer centres starting up. The new centres, 


in order to become more organized are asking us to 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO - 1270 i Mr. Ridley 


set up quotas for them. We are thinking of in- 
stituting that in regulations. There again we are 
in difficulty with one organization, that is the 
Pool organization, With their method of payment to 
their members, they could hardly operate on a quota 
unless they changed the entire system, 

COMMISSIONER WALTON: Could I just ask two 
questions. We have heard in the brief some place about 
cartons for milk. It was implied they were cheap 
to operate, or cheaper than the glass bottle. ‘i 
notice in your statement you had a one-cent minimum. 
Could you amplify that? Does the carton cost more 
in relation to the glass bottle? 

MR. RIDLEY: From all the information I have 
been able to garner across Canada, and across the 
States, it does cost more to put milk up in a paper 
carton, It costs in the initial stages about 2-1/4 
to 2-1/2 cents more. If the plant were re-organized 
and they put out the bottle washing equipment, and 
go into paper, I think it is estimated it would cost 
around one cent more per unit or quarts than glass. 
That, of course, is because of the disposable carton, 
The glass bottle, some will tell you, will have 40 
trips on an average. Others will say 50 to 60, 

It will depend on the efficiency of the operation. 
I think it is generally understood that the paper 
carton will cost a cent more regardless of what they 


will do. That is the best of my knowledge. 
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COMMISSIONER WALTON: Concerning the delivery 
charges, on your statement you said about 4 cents a 
quart. Do you have any five-day delivery or every 
other day delivery? 

MR. RIDLEY: Most centres are on five- 
day delivery now. I have one area in Saskatchewan 
which is on 6-day delivery, and has only been on 
6-day delivery for the last year. There is one on 
{, but the others are on 6 now. Three want to go on 
five and the other won't. 

COMMISSIONER DRUMMOND: One or two small 
questions following up Mrs. Walton's question. Has 
there been any discussion whatever in respect of 
every other day delivery? 

MR. RIDLEY: No, Dr. Drummond. I don't 
think there has been officially, there might have 
been in private conferences. The general opinion is 
they don't want it. From ¢xperience elsewhere they 
don't want it at all. They would be satisf. 46 to 
stay on five-day delivery, no Wednesday and no Sunday. 
As far as I know they have not found any evidence 
to consider every other day satisfactory. 

COMMISSIONER DRUMMOND: In respect of sales 
to the country, I think perhaps we might benefit by 
what is meant by that. I think your situation in 
this province is to some extent unique. I think 


you have country sales. 
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ANGUS, STONEHOUSE & CO. LTD. 
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MR. RIDLEY: There is one reason, of course, 
so many centres have pasteurization by-laws and 
they must sell pasteurized milk. You cannot afford 


to put up a pasteurization plant and therefore the 


milk has to go from a central point, such as Saskatoon, 


if you like, and Swift Current. They are two points, 
I believe, that sell the greatest percentage of the 
entire volume to the country. They send that milk 
a considerable distance, probably 100 miles outside 
of Swift Current and Saskatoon. Saskatoon has two 
darce. trailer, trucks .that cover, .each district every 
other day. They have every other day delivery. 
That is not,.in.the true,sense of the,word.. L.don't 
think they go on Sunday at all. There is three-day 
delivery in each area outside Saskatoon. Whether 
that is profitable or otherwise we don't know. We 
have not go into that. The financial statements 
are of recent origin, and we have not got that ironed 
out to our satisfaction. They are able to set their 
own prices. If they don't maxe any money on country 
sales it is. their own fault. entirely. , They do try 
and intimate "Don't bother with us" but they still 
apparently have trouble. 

That is one of the problems we have one 
department with the other. This milk is processed 
in the city and has to go to the outlying areas. 


It igs a matter of how it gets out, a Government or 


refrigerated truck. It has to be under the inspection 
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of the Health Department officials. At quite a 
number of places it is delivered in these towns. - 
Other places it is dropped off at the store and sold 
out of the store. There are two ways, depending 
whether they pay a cent or more to have it delivered. 
I think that sometimes the storekeeper takes ad- 
vantage of that and takes the mark-up. We do get 
the odd complaint from places lixe that. They say: 
"We have to pay 27 or 26 or 29 cents a quart”. In 
the city where they came from it was probably only 
21 cents. There is that transportation cost. Does 
that explain that? 

COMMISSIONER DRUMMOND: Thank you very 
much. The reason I was interested there was that 
obviously the transportation cost is large at best 
and it occurred to me at least in connection with 
this particular distribution you might certainly try 
the every other day idea. As you have indicated 
that is about what has happened. 

MR. RIDLEY: That is right. 

COMMISSIONER DRUMMOND: I just wondered if 
you had thought of applying the same general principles 
to deliveries generally. 

MR. RIDLEY: We thought that the five-day 
delivery will cover it very well at the moment anyway, 
if we could get them all on to five-day delivery. 

We have distributors supplying milk by a five-day 


delivery, but at one of our dairy meetings I do 
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remember one of the distributors from elsewhere 

gaying they wished they had never gone on every other 

Gay delivery. It comes on alternative days. It is 

Sunday this week and Monday mext week and so on. 
COMMISSIONER DRUMMOND: You indicate on page 

five at the bottom "The Milk Control Roard has re- 


quired distributors to submit to the Board detailed 
statements of operation: as a guide to the establish- 
ment of reasonable operating profits." I am wondering 
the extent to which your practice in that respect 
is also probably unique in this country. 

MR. RIDLEY: It -fs not ectualbramidue, 
Dr. Drummond, because it is almost a straight copy 
of the document used in British Columbia. After 
the Royal Commission sat there, they instituted a 
statement of operations and I saw it, and thought 
it was so good that we practically copied it. 

We have not gone quite as far as I think we 
should, but this is a copy. If you wish we could 
supply you copies of the form. 

As I mentioned previously we have not 
ironed it out to our satisfaction as yet. They 
say figures do not lie, but I am starting to wonder. 

It is a matter of putting the clauses 
down in the right place because we have had it divided 
into three major sections, processing and manufacturing 
cartage and delivery and administration and selling, 


and we have hed it broken down even further than that, 
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but we had a little criticism with that. I don't 
think too much. They will have an extra section 
there to show cartage and delivery cost in country 
only. 

I think that is a major factor. I think 
we will have to get out a statement, as time goes on, 
because right now we are being told by one of our 


areas that they are losing money in their delivery door 


to door in the controlled area. We know their over- 
al11 situation is very very good. What does a person 


do? If we had that section in there we would have 
probably known and teen able to go and check it, but 
it is not unique to that extent. I know Ontario does 
ask for a financial statement. I do not know whether 
iy ts Just Like this or not. 

THE CHAIRMAN: We would appreciate very 
much getting that outlined. 

| MR. RIDLEY: Yes. 

COMMISSIONER DRUMMOND: One other point on 
page 6, you mention there that there has been a 
profit of almost a cent for all other distributors. 
The question I was going to ask you was, if you 
thought that rate of profit was reasonable? As you 
know, one of the things that we have to think of is 
the reasonableness of things. 

MR. RIDLEY: I have not got a breakdown 
of the reasonable profit per unit. I think it depends 


to such a large extent on the volume of business. 
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If they have quite a large volume of business they 
ean get along very well, I would say with half a 
cent per unit whereas in a much smaller business they 


will need a cent or a cent and a quarter to get on at 
all. I think that is the only answer I can give you. 

COMMISSIONER DRUMMOND: Just one other questign. 
In the very first sentence in your brief you say "Ad- 
vantages to be derived from the exercise of control 
of the price of food products are well illustrated 
when one takes milk pricing as an example". I am 
wondering if you or possibly the Minister would be 
inclined to take this as an example of the type of 
organizational set-up that might be applied to the 
marketing of food products generally or at least 
some others. 

MR, RIDLEY: May I refer that to Charlie 
Schwartz? 

MR. SCHWARTZ: I do not quite know, Mr. 
Commissioner, where I got in here, but I think the 
answer actually is in the nature of the individual 
product to be marketed. When milx is the product, 
the production and consumption takes place within 
a fairly compact area. We are not faced with the 
same problem in marketing this particular product 
as we are in say the marketing of livestock or the 
marketing of wheat or grains where so much of our 
product goes across provincial boundaries and in 


some cases goes into the export channels. 
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So, depending on the nature of the product 
the organizational set-up to meet the problems involved 
there differ. I do not think that the organizational 
structure of the Milk Control Board, valuable though 
it is, will meet the problems of gay the livestock 
producer or of the grain producers, 

EXHIFIT NO. 25-A: Statement of operation 
of the Saskatchewan Milk 
Control Eoard. 

THE CHAIRMAN: Thank you very much for your 
presentation, Mr. Ridley. I think those are the only 
questions we have to ask just now. We would appreciate 
having the information on prices over the past ten 
years from you. 

MR. RIDLEY: Very well, we will do that for 
you. 

THE CHAIRMAN: We will recess now for a few 
minutes. The brief immediately following that will 
be from the Saskatchewan Fish Marketing Services, Mr. 
Houseman. 


--- Recess. 
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SUBMISSION OF 
THE SASKATCHEWAN FISH MARKETING SERVICES 
EY BAV ICES 


Appearances: 
W.A. Houseman ~ Chairman 
A..F. Corney - Manager 


THE CHAIRMAN: Mr. Houseman? 

MR. HOUSEMAN: I would like to introduce 
Mr. Corney, who is manager of the Fish Marketing Service 
also a director of Marketing Services and 
vice-president of the Fisheries Council of Canada. 

Now we hope that we can answer any other 
additional questions that you may have in connection 
with this brief. 

THE CHAIRMAN: The brief of the Saskatchewan 
Fish Marketing Service will be Exhibit No. 26. 

BXHIBITNOw 22a: Brief of the Saskatchewan 
Fish Marketing Services. 

MR. HOUSEMAN;: The Saskatchewan Fish 
Marketing Service was established in 1949 to provide 
marketing services for the fishermen who must, of 
necessity, fish for all or part of theiniliving, 
and to concentrate on the social and economic needs 
of these fishermen. 

Objectives: 1. The gervice operates ona 


non-profit basis, and after meeting marketing costs, 
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passes on the returns to the producer. 
jae The Service operates ona voluntary 


basis at the request of local fishermen on any lake 
or in any fishing area. 

O9e The Service endeavours to lessen the 
price spread between the fisheymen and the distributor 
through marketing economies in order to increase the 
financial returns to the fishermen. 

Bes The Service encourages and assists the 
fishermen in the formation of co-operatives. 

Scope and Nature of the Operations: 1. The 
Saskatchewan Fish Marketing Service's field of op- 
erations includes all marketing functions from the 
production. of fish on the lake tex the: sale nto «sdise= 
tributor, jobber or wholesaler, 

Ea The Fish Marketing Service operates 
primarily in the north-eastern part of the province of 
Saskatchewan and markets annually approximately 50 
per cent of the total commercial fish production 
of Saskatchewan. 

on Facilities such as filleting plants, 
packing plants, warehouses etcetera have been provided 
by the Department of Natural Resources of Saskatchewan, 
the Saskatchewan Fish Marketing Service and by 
Fishermen's Co-operatives. 

ue The Saskatchewan Fish Marketing 
Service markets fresh, frozen and filleted fish, the 


main species being whitefish and lake trout. 
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ar The Saskatchewan Fish Marketing Service 
sells fish and fish products to distributors mainly 
and has no knowledge of the spread of prices bet- 
tween the distributor and the consumer. it believes 
that it exerts little or no influence on the market 
price to the final consumer. 

Characteristics of the Fish Market: 1. The 
main marketing outlets for inland fresh water fish 
are located in Eastern Canada and the Eastern United 
States. It is estimated that approximately two- 
thirds of Saskatchewan's commercial fish production 
finds its way into the Eastern American markets. 

on Hence, the prices received for such 
fish products are largely determined by the export 
market which is generally higher than the Canadian 
market. 

se Market information and statistics are 
not sufficiently current and are very difficult to 
obtain, particularly for the individual fisherman 
or producers in isolated areas. 

A Fish is a highly perishable product 
leading, on occasion through deterioration, to heavy 
inventory losses. Gluts appear on the market without 
notice and very quickly create unstable markets. 

Se Limited integration from producer to 
consumer does not permit an orderly flow of the 
product to the markets. 

6. Fish production in Canada is widely 


dispersed and generally operations are intermittent 
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and seasonal, 

as Because production at the source is 
not scheduled to suit the market demand fish from 
various lakes often competes in the same markets at 
the same time yielding distressed prices to the producer 
The price paid on fish‘is very sensitive and is compli- 
cated, often in ari unpredictable manner, by such 
factors as seasonal character of the demand, religious 
observances which influence the market at times 
and by irregularity in volume of production on lakes, 

or Prices paid for fish are also sensitive 
to the prices paid for other protein products such 
as meat. 

9. The major distributors of fish products 
are becoming fewer in number and so they are able to 
exert a greater influence in the marketing price 
structure. 

The above factors contribute to a chaotic 
market situation. 

Guaranteed Initial Price: 1. The sensi- 
tivity of the market for fish both in demand and 
price does not allow for orderly marketing of the 
product nor does it provide for stability for the 
primary producer of the oe The Government of 
Saskatchewan therefore instituted a guaranteed 
initial price for the product to benefit the fisher- 
man s0 that in times of an extremely adverse market 


for his product he can be assured of a price to cover 
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i| 
his production costs and to provide a minimum in- 
come. 
Ee Such initial prices are set for each 
lake or fishing area and vary in accordance with 


production and marketing costs for such lake or 
area. 

a This policy of guaranteed initial 
prices is administered by the Department of Natural 
Resources of the Province and the Saskatchewan Fish 
Marketing Service acts as its agent in this connection. 

Marketing Costs: Transportation: The 
transportation of the product from isolated lakes 
to the market bears a heavy percentage of the total 
marketing costs. In many cases the fish must be 
transported by air to the railhead and then by rail 
to the market. 

Both air and rail transport costs have in- 
creased and so widened the fisherman-distributor 
spread, 

In recent years the market has tended 
toward a filleted fish product. In conformity with 
this trend and in order to lessen the costs of trans- 
portation, the Fish Marketing Service has been 
changing more and more to the handling of filleted 
products rather than the whole fish. Filleted 
products represent by weight approximately 50 per 
cent of the whole fish weight. The transportation 


and handling as well as storage charges can thus te 
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decreased by about 50 per cent. 

Labour Costs: The trend to a filleted produc 
has added labour costs involved in the filletinz, 
processing, freezing and handling of fish. However, 
since the price of a filleted product is less than 
twice the price of a whole fish, the food content of 
the filleted product is cheaper than that of the 
whole fish and the consumer receives better value 
for his purchase dollar. 

The Saskatchewan Fish Marketing Service 
assesses a service charge for handling the product. 
This charge covers the following services at or near 
cost: 

Supervision and management in field and plant 

Financing: 

Protection against loss of accounts: 

Provision of market information: 

Sales or brokerage costs: 

Office and travelling costs: 

In addition to the foregoing, the following 
costs are added to the marketing process and have been 
rising continually: 

Containers, cartons, wrappers, hoses: 

Freezing and storage charges: 

Depreciation on facilities and replacement 

of equipment. 
Statements of two fishing operations handling 


whole fish where no air transportation is involved are 
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attached hereto as Appendix "A" and Appendix 
SBeae 

A statement comparing a fresh whitefish 
and a filleted whitefish operation at a remote lake 
requiring air transport of 120 miles to railhead 
and then of course rail to market is attached 
hereto as Appendix "c", 

A comparative table of operations of 
Saskatchewan Fish Marketing Service for the fiscal 
years 1953-1957 is included herewith as Appendix "D"., 

Quality Control: 1, The sddition of 
facilities for filleting, processing and freezing make 
it possible to bring a highly perishable product to 
the market in the best possible condition. The 
better quality product for the consumer 4s a filleted 
product rather than the whole fish, combined with 
lessened deterioration and waste of a food product 
which brings economic returns to the producer, 
affords benefits to both producer and consumer. 

ap The availability of a better quality 
product has increased the confidence of the buyers and 
helps to stabilize the market. 

cy The Federal Department of Fisheries 
is currently introducing an inspection system on 
a voluntary basis in all filleting plants to assure 
a better quality product to the consumer. It is 
recognized that some additional capital will have to 


be provided to meet the standards of such an inspection 
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service, Such expenditures will add, of course, to 
marketing costs and further increase the spread be- 
tween the price paid to the producer and by the con- 
sumer. 

Summary: 1. The Saskatchewan Fish Marketing 
Service has passed on to the producer the total of 
the market price received for his product, less the 
marketing costs: Has effected efficiency of operation 
through centralized handling, bulk transportation 
of the product and the making available to fishermen 
the advantages of day to day market information: 
It is felt that the spread in costs have thus been 
minimized to the fisherman; and it is suggested, 
therefore, that producer marketing agencies functioning 
similarly to the Saskatchewan Fish Marketing Service 
should be encouraged as one means by which the 
spread in price between producer and consumer may 
be minimized. 

2 It is suggested further that the 
Federal Government continue with the work of improved 
quality control of fish production and sanitation 
standards and inspection of plants throughout the 
entire industry to ensure a high quality product to 
the consumer. 

35 It is felt that the Saskatchewan Fish 


Marketing Service has developed its procedures 


efficiently; but it is recognized that it may not 
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be possible for the Service to accomplish more 
towards lessening the price spread between producer 
and consumer. Therefore, it is further suggested 
that both Federal and Provincial authorities jointly 
assist in the matter of research into techniques 
and methods of production and harvesting of fresh 
water fish. It must be pointed out that since the 
introduction of new techniques might possibly displace 
some individual fishermen in the industry, leaving 
them no opportunity of alternative employment, such 
possibility would have to be given serious consider- 
ation in any role which the Federal Government elects 
to play in a program of comprehensive northern 
development. 

I might just refer briefly to Appendix 
"A" which is a financial statement of a lake which 
has no air transportation costs involved, and the 
product is a whole fish, that is a dressed fish. 

This is one of the most recent, March and 
April of this year. Secondly, the same only one of 
the smallest I believe operations we have in 
Appendix "B". Appendix "C" we have comparative costs 
of a remote lake where air transportation of Leo 
miles to railhead and then rail cost to market 
are involved, showing alternatives and the net 
difference to the fisherman. I might point out that 
under the fish product in Column "A" the net value 


of fish represents the equivalent of two pounds 
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of whole fish in the lake, therefore 6 cents to 
the fisherman as a gainst 2-1/2 in the brief. 

THE CHAIRMAN: Mr. Houseman, with reference 
to that table, it seems as if you have the captions 
for the two columns interchanged. You corrected that 
yourself when you referred to Column "A" as the 
fillet. 

MR. HOUSEMAN: Yes, that is right. The first 
column, Column "A" is a filleted item. Nopendi =e is Da 
igs the comparative figures for the Fish Mareting 
Services in total for the last fiscal year. 

THE CHAIRMAN: Thank you, it is a very 
useful addition to the information we have on the 
inland fisheries. We are very glad to have it. 

We have one Nova Scotian on the Commission who does 
know something about the fishing industry, and I am 
going to ask Mr. MacKichan if he has any questions 


he might like to ask. 
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APPENDIX "A" 


SASKATCHEWAN FISH MARKETING SERVICE 
LAKE A CO-OPERATIVE 


March and April, 1958 


rt et et noe penned. 


sales of fish (at New York) 52,567.51 
Less: exchange on American funds: 1,302,208 a ey J 
,OSts: 
Rail charges to New York 7,834.00 
Contractor OC faaes 
Trucking to railhead Gs eo 
S.F. M.S, charges - 138,300 lbs. 4,149.00 
(no charge on local sales) 
Royalty (136,020 lbs whitefish) 680.10 
2,280 lbs trout) 82 a 80, gee. is 
Total available for fishermen: 30,443.14 
istributed as follows: Initial Final 
ay, Payment Payment Total 
2,025 lbs jumbo whitefish 18¢ 08¢ @ 26¢ 526.50 
29,382 lbs large si 12 14 @ 26 7,639.32 
01,458 lbs medium : 10 if! @ 21 21,300.14 
3eo37 ibs trout 10 Vy @ 27 954.99 
12 lbs pickerel 10 @ 10 1.20 
694 lbs jackfish 03 @ 03 20.82 
37,108 lbs 30,449.01 


Total Payments: 


March /57 April /57 March /58 
ambo whitefish 34¢ 51¢ 26¢ 
irge whitefish 32¢ Hi¢ 26¢ 
dium whitefish 28¢ 34¢ 2l¢ 
out 27¢ 26¢ 2T¢ 
‘ckerel -- ll¢ 10¢ 


ckfish old 03¢ O3¢ 
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APPENDIX "B" 


SASKATCHEWAN FISH MARKETING SERVICE 
LAKE B CO-OPERATIVE 


April, 1958 


ales of fish (at New York) 3,145.56 
Less: exchange on American funds 77.86 

osts: 
Rail charges to New York 494.76 
Contractor Bi eee 
Trucking to railhead 84,00 
S.F.M.S. charges - 8,400 lbs 252.00 
Royalty ( 120 lbs trout E20 
(8,280 lbs whitefish) 41.40 


Total available for producers: 


istributed as follows: 


inte.) Toga 


Payment Payment Total 


363 lbs large whitefish 12¢ 15¢ 
,709 lbs medium i 10¢ 123¢ 
120 lbs trout 10¢ 15¢ 


27¢ 
e2oi¢ 


25¢ 


3% 067.70 


ey eL0, 50. 


1,057.14 


98.01 
yet 


30,00 


1,862.53 
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APPENDIX "C" 


COMPARATIVE TABLE OF COSTS OF MARKETING (a) Fresh Whitefish 


(b) Filleted Whitefish 


(a) (b) 


Fresh Filleted 
Whitefish : ¢ Whitefish 
perilb. ¢ per lb 
Sale Price at Winniveg: a7 ek 
peduct Costs: 
mapour costs in filleting 
and processing: 6 
Labour costs in packing an 
Leang: 4 
Plant charges and operating 
costs: 2 1 
Boxes, cartons & wrappers: 5 af 
Service charge for adminis- 
tration and selling: 3 3 
Royalty: 4 1 
Air transportation to railhead: 53 6 
Rail charges to market: 3 3 
25 183 
Net Value of Fish: xe a! 


Net income to fishermen per 1b. 
of whitefish produced: 6¢ os¢ 
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APPENDIX "D" 
SASKATCHEWAN FISH MARKETING SERVICE 


COMPARATIVE TABLE OF OPERATIONS 


Accumulated advances 
from Government Finance 


Office at fiscal year end: ¢ 97,000 97,000" T15,000>° 115, 0¢0 
Fixed assets (net) : 29,793 34,402 "42,554 82,735 
Total sales of fish : 687,479 717,167 656,116 1,054,916 
Ne+ Revenue: Baler -*) sr: gia MSE Bie 111, cas 
Operating costs: 78, 449 TL, 0905 9 T3,ol1L 1OT,345 
Depreciation & Write-offs: 

- marketing service opera- Lhe 7,989 4,862 3,755 

tions 

- area operations 6,992 7,858 9,719 8,577 
Net surplus: 2,336 2,001 2,143 1,969 
Fish inventory at year end: 83,860 81,903 156,094 142,891 
Total amount charged to D.N.R., 
under floor price plan: Nil 13,576. 20,556. 13,2. 
Amount paid to fishermen for 

fish: 305,947 327,933 . 345,651 452,260 
Amount paid for flying fish: 61,927 59,361 49,009 91,356 
Paid in royalties to D.N.R. 12, 094 12,672 oie 373, 1658. 


Paid to contractors for labour 
in area and for materials: 138,855 “152,711 164,320 206,546 


Fish received -pounds (approx)3,900,000 4,400,000 4,727,000 5,540, 000 


Number of filleting and 
freezing plants in use: 7 7 8 8 


Pounds of fillets produced: 624,265 757,820 994,081 1,466,783 
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COMMISSIONER MacKICHAN: Mr. Chairman, 
the fish from Nova Scotia gets a bit out of water 
when he gets into the fresh water lakes. On the 


second item under objective, the service operates 
on a voluntary basis at the request of local fisher- 
men, How is that expressed, or what number of 
fishermen is required to participate in the service? 

MR. HOUSEMAN: Normally on a lake if the 
majority of fishermen request the service, that is 
say 50 or 75 fishermen on the lake, if the majority 
of fishermen on that lake request the service at a 
meeting, predetermined, then we market the product. 

COMMISSIONER MacKICHAN: In the third para- 
graph would you just clarify that word "distributor" 
just at that point? 

MR. HOUSEMAN: In most cases in Western 
Canada we deal of course through the packing plants. 
That is, we sell to the packing plant. In such 
markets as Chicago, Detroit, New York, there are of 
course large fish handling companies there, and 
we sell in most cases directly to such firms. 

COMMISSIONER MacKICHAN: Would not include 
a retailer? 

MR. HOUSEMAN: No, they in turn deal with 
the retailer to the final consumer. 

COMMISSIONER MacKICHAN: Now in the formation 
of co-operatives like these fishermen, which I under- 


stand are in remote areas, after you have worked with 
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them for some little time you would try to get them 
to take local responsibility. Would that be the 
idea? 

MA *CORNEY: . Yes;- thatcols<eerrect,; 

COMMISSIONER MacKICHAN: And you would be 
able to probably reduce your own services to them, 
if they can handle it somewhat efficiently themselves? 

MR. CORNEY: Actually what we do, we try as 
much as possible to get these people to take respon- 
Bibility for packaging, for,packing fish, distri- 
buting the payments to their members, doing as much 
work as possible in the field. In some areas they 
have carried it right through to the railhead. They 
put it on the car and we sell it for them, and pay 
one cheque to the co-operative rather than dealing 
with the individual fisherman. That is the way we 
are trying to do it. 

COMMISSIONER MacKICHAN: You feel you are 
making some real progress in that area? 

MR. CORNEY: That is right. 

COMMISSIONER MacKICHAN: At the bottom of 
the paragraph on that sheet, you say you handle 
approximately 50 per cent. We would be interested 
whether you have got this 50 per cent rather ex- 
clusively in the more remote areas and the hardest 
places to organize. Would there be any truth 
in that? 


MR. CORNEY: Yes, that is true. With 
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relation to the cost and expense it is easier for 
private operators to get in. We don't provide the 
same amount of competition. Then, too, some of the 
private dealers have gone to considerable expense to 
build plants in some of these areas. The fishermen 
have not asked us to come in. 

COMMISSIONER MacKICHAN: Do you happen to 
be operating in certain areas in the same place? 

MR. CORNEY: In one lake, that is divided 
by the border of Saskatchewan and Alberta, we market 
fish on the Saskatchewan side and the private dealers 
market fish from the same lake on the Alberta side. 
We don't operate in competition on any lakes. Either 
we handle it or we don't. 

COMMISSIONER MacKICHAN: It is where you 
are divided by these fine provincial divisions? 

MR. CORNEY: That is right. 

COMMISSIONER MacKICHAN: At item 5 on page 
2 you say you believe you exert little or no influence 
on the market price to the final consumer, I am 
again putting words in your mouth, beyond the distri- 
butor you are not exerting any influence? 

MR. HOUSEMAN: That is right. Last year 
we had 5-1/2 million shown on the statement. It 
is a relatively small overall percentage of the export, 
the Canadian percentage. 

COMMISSIONER MacKICHAN: It is from there 


that I would expect the larger spreads. 
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MR, HOUSEMAN: That is right. 

COMMISSIONER MacKICHAN: In the third para- 
graph you speak of marketing information and the 
fact that statistics are not sufficiently current 
and are very difficult to ottain particularly for 
the individual fisherman or producers in isolated 
areas. Now, which end are you speaking of, from 
the Di5.S. or the difficulty in getting information 
trom the fisheries that the D.B.S. could use? 

MR. HOUSEMAN: I would say all through 
the industry. When you are dealing with a highly 
perishable commodity it is very difficult obtain this. 
When you have an erratic market the producer or 
the handler of the fish obviously retains that in- 
formation for his own best purposes. It is very 
difficult to see forward in an erratic market. There 
are a lot of statistics, even the D.B.S. statistics, 
that we feel are not as adequate as they might be, 
partly, of course, due to the fact that the operators 
themselves do delay the information on occasions. 
Now then, in addition to that you may have a lake 
that might produce a certain level of production 
and that lake comes into production and the production 
may be very much in excess and at a certain period 
of time normal production may be beneath that 
level. The information is very difficult to obtain. 


COMMISSIONER MacKICHAN: You mention at 


page 3, Item 9: 
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"The major distributors of fish products 

are becoming fewer in number", 

At what level would that apply? 

MR. CORNEY: There is a trend in the fish in- 
dustry, as other industries, towards centralization, 
as you probably know. There are fewer dealers. The 
dealers are getting together and I think that is what 
we are trying to point out here. There is a trend 
towards integration, monopoly of industry. 

COMMISSIONER MacKICHAN: You mention at 
page 4, Item 3, the policy of guaranteed initial 
prices is administered by the Department of National 
Resources of the Province and the Saskatchewan Fish 
Marketing Service acts as its agent in this connection. 
I was making a few notes there. I was going to ask 
if you had any formula. That confuses me. As I 
lo-k at the financial statement I think I can see 
this statement on Appendix "A". I think I can see 
where it would not be too difficult to fix the 
apa veas price. 

MR. CORNEY: In some cases it is not difficult 
In some cases it is very difficult. Now what we try 
to do, in consultation with officials living in the 
area and with the fishermen themselves, at the 
meetings we discuss these pries very thoroughly. 

If they are very set then we bring the recommendations 
of the fishermen to the Roard of Directors, and the 


Department officials. From there on it is discussed 
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and finally they are set, and we feel that they are 
a very minimum, The intention is not to get an 
exaggerated initial price, but pay the cost of 
operation while they are operating, and the idea 

is the initial payment is as large as possible. 

COMMISSIONER MacKICHAN: JI would rather agree. 
That is quite sound if you can keep them going on that 
share or the final dollar. 

We were just interested in this filleting 
operation. That is where you are running into such 
high costs for transportation. The fillets would be 
more cheaply transported. Is there a particular demand 
for the round fish? 

MR. HOUSEMAN: Generally speaking there are 
different seasons. Of course in an erratic market 
where fresh fish will bring a substantial price 
with filleting facilities, you have an alternative. 
What I have done here is try and show what is approx- 
imate as close as we have our own data for the 
picture last summer. It is too early to go into 
it for the coming season. These were roughly the 
prices obtained in this particular area for filleted 
and fresh fish in the Winnipeg market. When you take 
the costs back to the producer, with the costs in- 
volved, from our viewpoint it favours in this 
particular case the filleted product. We give a 
maximum return to the fishermen. In addition to 


that, you are using the sum total resource out of 
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the lake. The economic return is greater plus the 
fact you do have additional utility of labour in 
that particular area. What you are doing is mini- 
mizing or lessening your freight and transportation 
costs on the waste end. That, of course, gives no 
economic gain generally. Transportation costs are 
high because industry relies on that. Those costs 
have been increasing over the time. Even at 6 cents 
a pound, with an aircraft of any kind and a flight 
with the aircraft of 120 miles, from an economic 
viewpoint the rate is high but we do maximize the 
return to the fishermen. It does not mean we necessaril 
take all the production on the lake as a filleted 
product. We do use this as a guage and we might 
on occasion take a portion into the market when the 
fresh price is much better as compared to the filleted 
production. 

COMMISSIONER MacKICHAN: At times there is 
a demand for the round fish. 

MR. HOUSEMAN: Yes. 

COMMISSIONER MacKICHAN: Just one other thing, 
the American Exchange. That is at. hopendix Are 
The American discount is 2.5 per cent. I was thinking 
you were very fortunate you were not using it when 
it was 5 and 6. 

MR, CORNEY: We had those times too. 

COMMISSIONER MacKICHAN: At page 7, paragraph 
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"Therefore, it is further sug- 

gested that both Federal and Provincial 

authorities jointly assist in the matter 

of research into techniques and methods 

of production and harvesting of fresh water 

rsh." 

Are you making some use of the Fisheries 
Research Board of Canada in this connection? 

MR. CORNEY: Not very extensive use of it. 

COMMISSIONER MacKICHAN: There are no facilitiés 
near you? 

MR. CORNEY: No. 

COMMISSIONER MacKICHAN: They are in Manitoba 

MR. CORNEY: Yes. 

MR, HOUSEMAN: I might mention here, Mr. 
Chairman, one of our interests in this is in the 
northern areas there is a problem in the responsi- 
bilities between the provincial and federal authorities. 
The Fish Marketing Service is made available to all, 
as we said, at the request of the majority of the 
fishermen. It does create a problem in the matter 
of expending monies in the introduction of higher 
utilization or higher implementation of labour. There 
is, of course, gill net fishing which we feel is 
getting somewhat obsolete. There is this problem 
of the split of responsibility of the provincial 


and federal authorities. There is an area of liaison 
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that would improve that Situation, and of course make 
industry more economic for the primary producer. 

COMMISSIONER MacKICHAN: The Research Board 
through industrial development is doing some work on 
that sort of thing, particularly in the use of new 
types of gear. That has been made availatle in 
certain areas. 

Referring to page 5: "Depreciation on facilities 
and replacement of equipment". Does the Saskatchewan 
Fisheries Marketing Service work with some department 
of the government in recovery of this investment that 
would provide for any plants? 

MR. HOUSEMAN: With respect to the provincially- 
owned plants, they in turn are leased to the Fish 
Marketing Service, and there is recovery onothat. 
There is depreciation charged, and on the Co-operative 
plants the same applies there. 

COMMISSIONER MacKICHAN: Conditions that 
would prevail in those farce areas could not be 
recovered very fast.. 

MR. HOUSEMAN: That is right. 

COMMISSIONER MacKICHAN: Just one more 


question. Pack on the first page. It probably 
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hasn't anything to do with price spreads, but I am 
Just interested in it. That is in the last line: 
"To concentrate on the social and economic needs of 
these fishermen." What is the implication of the 
word "social" there? 

MR. HOUSEMAN: Well, particularly the develop- 
ment of co-operatives, and of course the matter of 
some direction and self help; the matter of employment 
of these people in the areas. For instance, in the 
filleting plant, they are employed in the area and 
to develop co-operative cultural aspects that should 
be developed along with commercialism. 

COMMISSIONER MacKICHAN: You feel you have 
not been completely successful if you just bring 
along the fish marketing in your organization if you 
do not bring the people along to a better standard 
ive 

MR. HOUSEMAN: That is right. 

COMMISSIONER MacKICHAN: Thank you very much. 
Those are all the questions I have, Mr. Chairman, 

COMMISSIONER WALTON: May I ask one question. 
I take it the filleting plants are located in the 
area where the fishing is done? Are they egestas 
owned plants and do you do the marketing for them? 

MR. CORNEY: No, as I pointed out earlier 
here, there are some Government-owned plants and 


some co-operative plants. 


COMMISSIONER WALTON: Eut they are near the 
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lakes. 

MR. CORNEY: They are located right on the 
lake; the purpose being to get the fish fresh and 
process it while it is still fresh in the interests 
of high quality, and secondly to cut down transportation 
charges and not having to transport the waste. There 
are also some private plants in the area. 

COMMISSIONER WALTON: You do not do the 
marketing for the private plants. They do their own. 

MR CORNEYs > Yes. 

THE CHAIRMAN: Thank you, gentlemen. 

COMMISSIONER DRUMMOND: At the bottom of 
page 3, you state "The sensitivity of the market for 
fish both in demand and price does not allow for 
orderly marketing of the product." Would you just 
slightly enlarge on that? 

MR. HOUSEMAN: As I mentioned you may have 
production on lakes becoming very hectic to start 
with, but there are occasions when, for instance, 
with frozen fish or even fresh fish, say in Winnipeg, 
it will not move almost at any price. In other 
words, I had a situation very similar to that Just 
last winter when there was a lack of marketing in- 
formation, the situation became such that most 
purchasers of the fish just said "We will just sit 
by a little longer, and the fish price will go to 
a lower level", and it is that extreme erratic 


condition. It doesn't make any difference to the 
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volume of fish, whether it be large or small. On 
many occasions it just will not zo into the market. 
That is the point there. 

MR. CORNEY: Just in addition to that I might 
add particularly on the fresh market we have a number 
of producing provinces, There is no co-ordination 
on opening dates or anythinz like that between the 
provinces so you may have a situation arise where 
you have half a dozen lakes open at once. The fresh 
market will only aksorb a certain amount of fish, 
and then it goes to pieces. 

If you get all these lakes opening at once, 
you certainly cannot say you are entertaining anything 
like orderly marketing. 

This is a product that needs wider control. 

COMMISSIONER DRUMMOND: You mention that 
approximately two-thirds of Saskatchewan's commercial 
fish production finds its way into the Eastern 
American markets. 

I was just wondering where the other one-third 
went. 

MR. CORNEY: We sell quite a lot right in 
Saskatchewan and in Alberta, and in some other places. 

THE CHAIRMAN: Thank you very much indeed, 
Mr. Houseuan and Mr. Corney. 

We would like to receive now the brief 


from the Saskatchewan Wheat Pool if Mr. Stevens is 


present. 
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SUBMISSION OF 
SASKATCHEWAN WHEAT POOL 


Appearances: 
A.R. Stevens - Assistant Secretary 
We) ie tk - Manager 
I.M. Mumford ~ Research Department 


THE CHAIRMAN: This brier will te Bxnipit 


Nowe. 
EXHIBIT NO... 27: Submission of brief of 
the Saskatchewan Wheat 
POOL. 
MR. STEVENS: Thank you Mr. Chairman and 
Commissions. L would like: first of aii to introduce 


my associates Mr. J. Fall, who is the manager of 
our country and terminal elevator operations, and 
Mr. I.M. Mumford of our research department. 

The Saskatchewan Wheat Pool is a farmer-owned 
co-operative organization engaged in the handling of 
grain and marketing of livestock. It is owned 
and controlled ty approximately &5,000 farmer-members 
in the province. In addition to its commercial 
activities the Pool has a responsibility to express 
the collective views of its membership on matters 
of farm policy in the national and international 


field. These views are expressed either directly 
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to governments and other agencies, or through affiliation 
of the Pool with the Canadian Federation of Agriculture 
and the International Federation of Agricultural 
Producers. 

The organization is controlled by its members 
through delegates whom they elect annually. Each of 
the 167 delegates is elected by the members within 
his sub-district. The delegates meet annually to 
estacklish the policies of the organization, and to 
review the business operations for the past year. 

The delegates, in each Wheat Pool district, 
elect one of their number as a director, The 16 
directors meet each month carry out the policies of the 
organization. From their number, they annually 
elect a president and other officers, 

At local points throughout the province, 
the members elect Wheat Pool committees. At August, 
1957, there were 1,107 of these committees in the 
province. Their function is to co-ordinate the 
activities of the Pool around the local shipping point, 
and act as a liaison between the members and the head 
office. 

It will be evident, we think, from the 
above description of our organization, that provision 
is made for the views of farm people to be quickly 
and accurately reflected in the policies of the 


Wheat Pool. 


Background: The Saskatchewan Wheat Pool 
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was organized in 1924 as part of the attempt made by 
farmers kiuring the first quarter of the century to 
improve living conditions in Saskatchewan farm homes 
by eliminating the unsatisfactory practices and 
aspects of the grain marketing business of that day. 
Farmer co-operation in the grain business had already 
been used effectively to reduce some of the excessive 
ecnarges and tariffs applicable to the handling and 
marketing of grain. The action of farm people working 
co-operatively during this period brought spectacular 
results in reducing unjustified street spreads, 
tightening up grading regulations, and eliminating in- 
efficiencies. This process was continued after 
the organization of the Wheat Pools and these or- 
ganizations were particularly active in obtaining 
revisions of importance in the Canada Grain Act, which 
are still effective today. 

The basic principle which led to the formation 
of the Pool organizations was the need of farmers 
for an @lement of stability in grain marketing. This 
had been enjoyed during the First World War, when 
the first Canadian Wheat Foard was organized. The 
function of this Eoard primarily was to eliminate 
speculation in food products under wartime emergency 
conditions, in the interests of consumers. The farm 
population, after experiencing Poard marketing, 
considered that it had operated in their interests, 


too, and were active in their demands that the Board 


eed: are’ oli Rok 
nha naa pepe mi 


= - Se Bae aes a Sa 


Ante sts 16 ‘eeeeiata Gapeenren. los p % 


) ee 
‘Yhesss = Hes nye ce ar) sith nt aodyan 

. -< 7 S. tr . ae 7 

il 3 ; - Reh Reel 

| sUReRHO RS RTS a ae Thrall oe ieee tas OP. 5, 

: a “agyt 


a au a ue ae a ey qe "ba 
nie. Gali Bo net od. og. at  Stysatiae lala? Raw aesinste 


12 are eae 


? spe we 
eayurow eLatei Aca’. 46 otdes git? -8 ae ae ijstien 


a 


2 ae = <a 


4 BiG et. ce siswost lh ia ix, tov i setregtngs 


if ’ ices 


CAR SN ae may 


> i ' 
eee: : enya Jeers Baht qHuben ae suban tf hes ae 
: ; ; ee 
S tefl AS Senkatt: Ce, bos; anise r apes ack Le aie, er oe reavagie 
- ‘Am thesis 
te pga BEDALIGOS AAW euevorny “eo hat ae) baer OR TIO 


pe ere 


7 
a ae ide “ae 
a ied ore ae 


it Rea Seapaage do 
| eh Mnpee, syaaleiey, as A epaeat ot. Qo nelverinégad 6 ; 
| ms BOE uars Ke 
‘ me) eis “4 
Sistrand adedycncce rene ys relates nq oT" nic LARS neva! 
; ae SE) ane ie t soos ie an" 

f 2 = | 

} | ELSE ee ete aber 6) ay Re soe some es e rv 


i Ny Be 
pt eae z 


ve a “ty, 
| . eyedod pv titoe’ ha Eee ore 


Pato’. tt cd eek, Ho tw ohutactay steps ‘sat 2 E 


}* aaa 
i a y a ae xsi 
» “ 
: a Bow Bt. oO. Dea, A SAW an ‘oak dao Loot sd? “ia: 
a fa ey ; oe “3 ’ sie: ie % 
Ee y 1g Bo15:0 rE Fy: oda, ni. ee | tdats to Saetis te’ fie TOT.) 
7 ; ry; Pare * ee Sats > 
jaxiy . ~S6R bias ta42% a re beyot lat “aged peat 
i Gait abe o recs soot ape ibaa sbury orn? 


4£ 


hee tao nd deme tema bear’ Bear ert | 


as Ay 437" pattie am t4 ’ By “heory x9 Hubéta ben? nia not eivoods ' 
\ hd oF < rity = ~ ; a 
Fasc. gee loa 
‘ aah Cae'gt ep ini By J big snes oud. A ar”, nce 
WO Te AD a 2: ++ 
. > Fh . wes " ie) i i 
ad os: seer SBE Ble cae tc odtn teh atuaoe 
i oak ~—_ vee J" Sg S a *% ey 
540" axed Ly ee 7. a/ Ooveregu coed és “can rapiter08: 
oe ME re ae drs xe 
i coud tf ory 


2.) “> o¢e. Sots ebnennt wleng avi. 4 
: a y Arata Peat o , ’ + nt ¥ Jom a 


l- 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 
- 1307 - Mr. Stevens 


be continued in the post-war period. When it be- 
came evident that the Federal Government was not pre- 
pared to extend the life of the Board, farmers began 
in the early 1920's to consider the establishment 
of their own their own pools. This action was taken 
in 1923 and 1924, with three provincial Pools con- 
tracting for grain delivertes-in the Prairie 
provinces, and linked together by the Central Selling 
Agency, whose duty it was to sell the grain to the 
consumer. 
The objective of the Central Selling Agency 
was set out in the original charter, as follows: 
"To be an agricultural organization 

instituted for the purpose of mutual help, 

to serve as the central marketing association 

for the corporations and persons mentioned 

in section (1) hereof, but for no others; 

to improve methods and reduce costs of 

marketing srain; to reduce speculation, manip- 

ulation and waste and all unnecessary trans- 

actions in such marketing; to increase 

consumption, build up new markets and develop 

new uses for grain; to market same directly 

and with regularity, so as to furnish it 

economically to the users thereof; and to 

preserve for the growers and the public 


their proper profits and economies." 
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We have taken the liberty of presenting this 
historical review before your Commission, because we 
wished to emphasize that the function for which 
our organization was established to some extent 
parallels the objective of your Commission, Itiiae, of 
course, is the function of any co-operative. Not 
only did the Wheat Pools succeed in eliminating some 
of the unnecessary cost of getting grain from the 
producer to the consumer, but they also were respon- 
Sible for reductions in handling charges and the 
return of savings in the handling process to the pro- 
eee r. 

Mr. Chairman, I would like to interject 
here if I may a statement in relation to this paragraph 
that I have just read. There is a reference here that 
we perhaps did not do quite as good a job of editing 
as we might have done, and we were citing those 
A.P.C. clauses not to prove that the’ farmer's costs 
have gone up, but rather to indicate that other seg- 
ments in the economy were able and did succeed in 
getting increases in their wages or returns, and 
a little later on we will show how, there are graphs 
in here which indicate that there has not keen a 
comparable increase in the prices to farmers, so 
that I would just like you to regard that more as 
evidence of the fact that others have been able to 
take care of these increases in costs by getting 


increases. 
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In spite of steadily mounting operating costs, 
handling, storage and commission rates are no higher 
today than they were prior to the Second World War. 
During the war these rates were actually reduced -- 
partly as a result of representations made by the 
Pools -- when large quantities of grain in storage made 
it possible to lower the handling and storage rates 
being levied. 

In the past ten years, the maximum grain 
handling charges allowed by the EPoard of Grain Com- 
missioners have increased by only 1/4 cent per bushel 
and now stand at 2-3/4 cents. The maximum storage 
rate allowed has for some time been 1/30 of a cent 
per bushel per day. Grain companies up until 
October 5, 1957 were charging only 1/35 of a cent 
per bushel per day, which was below the maximum 
allowed. 

Street spreads of 4-1/2 cents per bushel 
on wheat and comparable spreads on other grains, 
allowed by the Canadian Wheat Poard, are no wider 
today than they were 10 or 15 years ago. 

It must be recognized that it is the earning 
from storage, resulting from the fact that country 
elevators are heavily stocked with grain for long 
periods of time, that has made it possitle to con- 
tinue to handle grain at the present tariffs. With- 


out these storage earnings, increases in handling 
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rates would have been inevitable. 

Our organizations have steadfastly maintained 
the objective set out when the Central selling Agency 
was established, as quoted above. The actual 
selling function of marketing wheat, oats and barley 
has for some years now been under the control of the 
Canadian Wheat Board. This, of course, was what the 
vast majority of farmers wanted in 1920 when the first 
Board was discontinued, and this is still the unqualified 
choice of the overwhelming majority of farmers. 

In the field of livestock marketing, the 
Saskatchewan Wheat Pool acts as a sales agency, 
selling the livestock delivered by Pool members to 
ctuyers for packing houses and other interests. 

The division acts in the interests of the producer, 
obtaining the best price possible. The commission 
rate is set as close to actual cost as possible, and 
any savings effected are returned to producers in 
the form of a patronage dividend. In this manner, 
the services are supplied to the producer at cost, 

Marketing Margins: The farm industry of 
Western Canada has been experiencing difficult con- 
ditions durins the past five years. Farm prices 
have been declining tut the cost of goods and services 
farmers buy have teen increasing. As a result of 
this trend, farm prices in 1957 were 12 per cent 
lower than in 1947, while costs on the other hand were 


50 per cent above the 1947 level. 
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Examples of some factors contributing to 
the increase in farm costs are as follows: 

(a) Since 1947, those employed in in- 
dustry, exclusive of the primary production 
industries, have obtained increases in wages 
amounting to 77.3 per cent. 

(b) Excluding the 3.6 per cent increase 
in freight rates now under consideration, 
general freight rates have teen increased 
by approximately 116 per cent. 

(c)e The zseneral wholesale price index 
has risen 39.5 per cent. 

We believe that it is in the national interest 
that farmers should receive a fair share of the national 
income. 

While other segments of the economy have 
been able to obtain an upward adjustment in wages 
and prices, returns to the farmer have teen declining 
sharply. 

The situation is best reflected in the 
following chart showing the changes in the index 
of Saskatchewan farm prices, and the costs of goods 


and services used by farmers, from 1947 to 1957. 
~-- (See Exhibit No. 27 for Chart). 


The divergent lines indicate what has 


happened between 1947 and 1957, and you will notice 


that the farm costs, those are the goods and services 
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that the farmer requires, has increased 50 per cent, 
and during the same period his prices which represent 
his income have dropped by something in excess of 

l2 per cent, so that while others have been able 

to set increases at least partly to offset the in- 
crease in costs, the farmer's prices have been going 
down. Then the explanatory note -- the graph was 
prepared using the following indexes, and then it 
sets out the sources. 

It should be noted that the graph is not 
designed to show the comparative levels of farm 
costs and prices, but to indicate the change since 
1947. 

This trend is associated in part with an 
apparent increase in marketing margins between pro- 
ducers and consumers. The situation can best be 
summarized by reproducing a table putlished in the 
Economic Annalist, June 1956. 

And then they are set out there. you will 
notice that 1949 is set out as 100, indicates retail 
food prices between 1949 and 1950 have increased from 
BOGE ToebLO. OL : This indicates that @arm orices 
have gone down from 100 to 97.2, and the marketing 
margins have increased by 24.5 per cent, and the 
increase of farmer's share of consumer dollar has 


gone down from 100 to 91.4. 
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Index of Retail Food Prices, Farm Prices, Marketing 
Margins and Farm Shares for 14 Selected Agri- 
Agricultural Commodities 


1949 = 100 
Index of Index of Index of Index of Farm 
Retail Food Farm Marketing Share of 
Year Prices Prices Margins Consumer's Dollar 
1949 2OGr O LOOn.G 100.0 100.0 
1950 ROT aR SA O32 90.9 
1951 115.6 LL Pi 3 2 100.44 
1952 11342 106.6 Tit 94.6 
1953 ig ien! 102.3 126.4 92.6 
1954 TRG ete fae 126.2 90.9 
1955 PLO 1G 97.2 124.5 91.4 


The above table indicates that retail food 
prices increased by 11 per cent between 1949 and 1955 
while farm prices declined by 3 per cent during the 
same period. The index of marketing margins rose 
by 25 per cent but the farm share of the consumer's 
dollar dropped by 9 per cent. 

And then the source and information is 
set out there. 

Source: Marketing Margins and Farm Share of the Consumer's 
Food Dollar 1949-1955" - R.C. Gilstorf and G.E. 
Woollam - The Economie Annalist, June, 1956. 

Another table from the same article shows 
what has happened with respect to 14 individual com- 
modities. 

I don't think I need to read these com- 
modities. You will notice the one that we make 
specific reference to here is the second one on 
the list, white bread, and we have made some comment 


on this below the table. I will read it first. 
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Farm Share of the Consumer's Dollar as a Percentage 
of the Retail Price 14 Selected Commodities, 
1949 to 1955 


Commodity 1949 31950 1951 195211953 1954 L955 1a 
Wheat flour b hg h6 ho 39 41 35 38 
White Bread b aS en 18 16 7 144 L5 
Beef, blue brand 644 67 gai 62 57 58 59 
Pork a 62 awa 61 55 56 53 50 
Chicken a 56 58 58 56 54 55 58 
Eggs, A Large 82 78 80 74 sas 73 76 
Fluid Milk 56 55 54 54 54 53 53 
Creamery butter 76 75 79 ay TT 78 Ferd 
Cheese, plain process35 32 35 OT 27 28 27 
Potatoes 48 45 49g 61 43 45 51 
Canned peaches 26 23 21 po 21 22 el 
Canned tomatoes 20 et 18 LF ey 22 Pal 
Canned corn 15 15 14 15 18 Ly 17 
Canned peas 17 18 19 19 20 20 ax 


a Preliminary 
b Based on domestic price of wheat, in store Fort William/ 
Port Arthur, less marketing charges from farm to For 
William/Port Arthus. 
Source: "Marketing Margins and Farm Share of the 
Consumer's Food Dollar 1949-1955" - 
R.C. Gilstorf and G.E, Woollam - The 
Economic Annalist, June, 1956. 

This table shows that for several of the 14 
commodities the share of the retail price returned to 
the farmer has declined substantially during the period 
under review. The remainder have remained almost 
stationary or have risen only slightly. One of the 
most striking examples has been bread, for which the 
share returned to the farmer had declined to 15 per 
cent by 1955. At the present time, the farmer's 


share of a 20-cent loaf is only slightly in excess of 


three cents. 
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We believe it should be pointed out that 
while most processing and marketing organizations 
are able to pass on increases in costs to the next 
middleman in line -- and ultimately to the consumer -- 
the farmer is unable to meet his increased costs in 
this way. 

Consequently, while general price levels 
have been rising in Canada, the price of wheat pro- 
duced by the farmer has been falling. 

You will notice that between 1945 and 1952 
the price hovered down around the $1.60 mark, and 
up as high as $1.64, There are two years in there 
where it dropped below, 1950 and 1951, those two 
years the drop there generally represented a price 
decline, but it was the result of the deterioration 
of the quality of the crop in those two years which 
resulted in the lesser price. Now then over on 
the other column, between 1953 and 1957 you will 
see there has been a very substantial drop. Last 
year's figures of 1956 and 1957 are estimates that 
we have made on the best information available to 


us. 
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Average Farm Price of Wheat in Saskatchowan 1945-1957 
i MEU CHONG fl SE 7 


(The following prices represent the average of all 
grades, basis at the farm, plus interim and final 
Wheat Poard Payments) 


1945 $1.64 
1946 162 
1947 La63 
1948 1 268 
1949 161: 
1950 1.49 
1951 1.52 
1952 1.59 
1953 teh 
1954 iy, 2a 
1955 ne Wf 
1956 1.29) eh (ee) 
1957 1.29 (E) 


(E) Estimated by the Saskatchewan Wheat Pool 
source - Annual Report, Supervisor of Statistics, 
Saskatchewan Department of Agriculture. 

1914 is shown as being 100, and the pur- 
chasing power is shown in relation to what it was in 
1914, You will notice that only during the years 
of the First World War did the price exceed that 100 
per cent mark, and then you had the pozt-war depression 
following World war I, shown circled in black near 
the bottom of the chart, where the purchasing power 
got down to something akin to 45 per cent of what 
it had been, and then it gradually climbed out of 
that position for the next few years, and then it 
started to decline again, and you have in the second 
circled area in the year 1932, you have the depth 
of the depression of the thirties, which in this 


part of Canada are commonly called the dirty thirties, 
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and then only once in the history of Western Canada 
was the purchasing power of a bushel of wheat lower 
than it is today, and that was in the thirties. You 
will see where it standsat the moment, it is slightly 
higher than it was in the thirties, but it is down 
substantially below. It is getting close to 40 per 
eent of what it was in 1957. 

The above table shows clearly that the farmer 
has not been responsible for any increase in prices 
of bread or cereal products. in fact, if the trend 
of producer prices had been declined rather than in- 
creased during recent years. 

More important than the actual prices shown 
above, however, is the purchasing power, in terms of 
goods and services used by farmers, that a bushel 
of wheat will pay for. The following chart reflects 
the purchasing power of wheat during the period since 


1914. 


---(See Exhibit No. 27 for Chart). 


The above chart indicates that as a percentag 
of 1914, wheat today has a purchasing power of only 
45 per cent, as compared with 96 per cent in 1945. 
The facts are that there is only one period in the 
history of Western Canada when the price of wheat 
was lower in relation to farm costs than it is at 


the present time. That was during the depths of the 
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depression from 1930 to 1933. 

In order to help correct the above situation 
we believe the farmer should receive a fair percentage 
of the retail price level for that portion of his 
crop marketed in Canada at least, 

If the retail price rises, this usually means 
a general rise in the dollar economy of the country, 
and the farmer should receive his increased share. 
Only in this way will he be able to pay the increased 
costs of the goods he consumes, and the services 
he requires. For this reason, the Saskatchewan Wheat 
Pool has asked the Federal Government to establish the 
price of wheat for domestic human consumption on the 
basis of production costs and Canadian living standards. 
At the present time, we believe that the domestic 
price of wheat for human consumption should be not 
lower than $2 per bushel, and that it move upward 
or downward from that point in relation to increases 
or decreases in the level of the general economy. 

At the present time wheat is selling in Canada at 
the same level as in the highly competitive overseas 
market. The price of No. 1 Northern in marketing 
positions at the Lakehead is about $1.62 per bushel. 
This means, in our opinion, that Western farmers 

are subsidizing the Canadian consumer by about 40 
cents per bushel. If this additional 40 cents were 
paid on the 50 million bushels of wheat used for 


human consumption in Canada, it would provide an 
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additional $20 million annual income to Western 
Canadian farmers, and would make some contribution 
towards keeping the returns for farm products in a 

fair relationship with the general economy. It seems 

to us a reasonable suggestion that farm prices, particu- 
larly for those commodities consumed in Canada, should 
enjoy their proper share of any price increases that 
take place at the retail level. 

However, the primary producer has little 
opportunity to control the situation. He is unable 
to meet increased production costs as most other 
industries do by simply announcing an increase in 
price levels. Instead, at present he is forced to 
absorb the cost increase out of his own wages or 
the return on his capital. Fy setting up co-operatives 
and marketing boards the farmer is trying to meet 
this problem as well as possible himself. 

The Saskatchewan Wheat Pool wholeheartedly 
supports any move which will result inthe elimination 
of waste and unnecessary steps in the marketing 
of the production of the farm. 

Nevertheless, we wish to draw to your 
attention the fact that under present circumstances, 
the farmer is caught in a vicious cost-price squeeze 
from which he has been unable to extricate himself, 
and is not receiving an adequate return on his 


labour and his capital investment. 
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We therefore strongly urge that in any 
recommendations which you may see fit to make, which 
aim at reducing the price to the ultimate consumer, 


the welfare of the farmer be not overlooked. 
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ANGE SINCE 1914 IN THE PURCHASING POWER OF A BUSHEL OF WHEAT IN 
ERMS OF COMMODITIES AND SERVICES USED BY FARMERS (1914 = 100) 
This index is constructed by dividing the farm price of 
eat by the price index of commodities andi services used by 
rmers, exclusive of living component, (Westerm Canada, 1935- 
e Koreh The resulting figure is then converted to a 
14 = 100 base, 


Farm Wheat Farm Cost Conversion Index 
Price. Index _ Ratio _ Divisor (% of 1914) 
(A) (B) 
14 295 83.3 114,0 .8771 100.0 
15 Ol 88.2 LOST 91.5 
16 1.28 98.8 129.5 113.6 
17 1.95 135.4 144.0 126.3 
18 s299 ob G 125.5 110.1 
19 2.32 168.1 138.0 121.0 
20 1.55 183.1 84.6 74.2 
21 76 Date By a 47.9 Ho .0 
22 685 136.6 62.2 eer 
23 .65 131.3 49.5 3.4 
4 1 a 133.3 90.8 79.6 
25 1.25 Page 93.8 82.3 
26 as hee as 81.9 pein! 
OT .97 130.7 7h 2 65.1 
28 Asif 130.4 59.0 entre | 
29 1.03 106.1 80.4 (Aen 
30 pay 118.5 39.6 34.7 
31 38 TO2.7 Bee 32.4 
32 235 91.9 36.1 31.7 
33 AT 92.4 50.8 4A 
34 .61 96.4 63,2 55.4 
35 .60 96.1 62.4 54.7 
36 92 98 .5 93.4 81.9 
ay 1.05 103.1 101.8 89,2 
38 58 101.9 56.9 49,9 
39 54 99.8 54.1 47 4 
40 258 LOG, 2 54.6 NT 6g 
4 259 113.6 51.9 15 3 
4o Br a LET. 2 60.5 53.4 
43 1.14 138.1 82.5 72.4 
44 1-25 144.9 86.3 Ten 
4s 1,64 148.6 110;3 96.7 
46 oe 153.6 Los 92.5 
47 1.63 166.0 98.2 86.1 
48 L 63 190.3 85.6 Tost 
49 1,61 199.2 80.8 70.9 
50 E49 207.0 72.0 63.1 
51 1 he 225.5 67.4 59.1 
52 1.59 238.6 66.6 58.4 
53 1, 33 237.3 56.0 49.1 
54 n.21 23547 ey ee 
55 E37 este. 531 ak « 
56 P29 (BE) 243.3 53.0 46.5 (E) 
57 1.29 (E) 249.5 51.7 45.3 (E 
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APPENDIX "A" Contd. 
[E) - Estimated by Saskatchewan Wheat Pool. 
Sources: 


(A) Annual Report, Supervisor of Statistics, Provincia 
Department of Agriculture, 


(B) Prices & Price Indexes, 1949-52, D.B.S., and Price 
Index Bulletins of Commodities & Services Used b 
Farmers, since 1952. 
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APPENDIX "B" 


Calculations Used in Preparing Graph of Farm Costs and Farm Prices 


Farm Costs 


(Western Canada - Farm Prices 
excl. living costs) (Saskatchewan ) 
% of % of 
Index 1947 Index 1947 
(1935-39 = 100) i Be (1935-39 = 100) Niles 
1947 166.0 226.1 
1948 190.2 114.6 eu7 1 109.3 
1949 199.2 120.0 248.8 Wi, 0 
1950 207.0 fouyy 251.5 a le 
1951 o.5 Dieta 3 ae ae, 118.8 
1952 238.6 We Fp 245.9 108.8 
19a f° 237.3 143.0 228.7 101.1 
1954 235.7 114970 208.7 92.3 
Lge 234.7 141.4 205.5 90,0 
1956 243, 3 146.6 208.1 (E) 92.9 (E) 
1957 249.5 (P) 150.3 199.5 (E) 88.2 (E) 


(P) - Preliminary. 
(E) - Estimated by Saskatchewan Wheat Pool. 


Source of indexes - Dominion Bureau of Statistics. 
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THE CHAIRMAN: Thank you, Mr. Stevens. 

It would have been very difficult if we had come to 
the province of Saskatchewan and not had a brief 

from the Saskatchewan Wheat Pool. I don't think there 
are very many questions that we would wish to ask you. 
As you point out on page 4, the handling charges for 
grain have actually declined in the past 10 years. 

You point out that this is related to the full use 

of capacity with the storage situation as it is. 

It is rather an unique situation. We agree that 

these charges have in fact come down in the past 

10 years. This is clearly relevant to our inquiry. 

Later on you touch on this cost price 
squeeze in relation to wheat prices to other products 
and suggest that in view of the organization the 
farmers should be receiving the price of $2 per 
bushel and I think the discussion here clearly says 
to relate to some parity price concept. 

This is a very significant matter, but I 
think it is outside our Terms of Reference, which 
have to do with a spread. However, if you feel 
this has a bearing on the rather narrow problems 
of the price spreads that is our concern, I would 
be glad to hear your argument. 

MR. STEVENS: I think it would be capable 
of argument as to whether any part of this brief 
comes strictly within the Terms of Reference of our 


Commission. On the other hand, I also think it 
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would be most unfortunate if any action were taken 
by this Commission that did not take into account 
the position of the primary producer. The point 
is, there is one individual or the one group that 
seems unable tosolve his own problem. We know that 
we are not the only group, but we do know one of 
the large groups that are in a very tough squeeze, 
and there appears to be no way of getting out of 

a oe 

That is why we suggested at the finish we 
hoped when you were dealing with your recommendations 
that you do not overlook the position of the farmer, 
because if you did proceed to draw up recommendations 
without regard to that, then I think it would be 
very unfortunate to say the least. 

THE CHAIRMAN: Yes, I think we have been 
quite broad-minded in the matter of the evidence 
which we have received so far and we are glad to 
have this because it is, if you like, the environ- 
ment in which our particular problem may be studied. 
As I say, we would have been disappointed if we 
fo1G-it had not been put in evidence, 

COMMISSIONER DRUMMOND: Just one comment 
that relates to what I think you have said at the 
top or page 7. You have been previously illustrating 
what has been taking place in the relationship 
between farm costs and farm prices in the graph. 


Then you stated this trend is associated in part 
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with the pattern increase in marketing margins between 
producer and consumer. To the extent it is associ- 
ated in part it seems to me to be very definitely 
connected with our Terms of Reference. 

MR. STEVENS: That is right. 

COMMISSIONER DRUMMOND: I wondered if you 
had any further thoughts there which you might en- 
large to indicate what part? 

MR. STEVENS: Well, of course, we have re- 
produced the chart immediately following that you have 
just read to indicate that the indexes prove two 
things I think: One that the share of the consumer 
dollar goes into the pocket of the farmer has been 
going down at a time when the marketing margins have 
been going up and prices have been going up. 

I do not know that I can add much to that 
except to indicate that it would suggest to me that 
the farmer has not been getting full recognition 
for what has been happening in the general economy 
of the country. I think that is probably as close 
as I can come to explaining what we were trying to 
suggest. 

THE CHAIRMAN: Thank you very much indeed, 
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SUEMISSION OF 
CANADIAN ASSOCIATION OF CONSUMERS 


(Saskatchewan Branch) 


Appearances: 


Mrs. H.C. Boughton ~ Provincial Standards 
Convenor 


De, 2... Drisbin 


THE CHAIRMAN: The representatives of the 
Saskatchewan Branch of the Canadian Association of 
Consumers have come down from Saskatoon this afternoon 
with their brief. While we normally close our 
proceedings at 4.30, we would like to give them an 
opportunity to present their brief this afternoon, 
so we may carry on for a little while after that 
time. 

MRS. H.C. BOUGHTON: We are sorry for the 
delay in presenting our brief. There was a misunder- 
standing as to the date of your sitting in Saskatchewan. 
We had assumed said meeting would not take place 
until September. Of necessity our brief will be 
brief. 

We thank you for the opportunity of appearing 
before you. 

The increase in the cost of living, accumu- 


lation of food surpluses and the price spread between 
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producer and consumer gives us much conern. 

We pay too much, the producer receives too 
little. Somewhere in between it should be possible 
to eliminate some costs. 

As consumers we appreciate and are willing 
to pay for our protection in the improved inspection, 
grading, sanitary handling, quick cooling of milk; 
refrigeration of fish and meat and the extension of 
the availability of perishable products made possible 
through refrigerated transportation - but - is 
there not a point at which savings might be made and 
passed on to the consumer? 

Might not a reduction in consum er prices 
prevent a continued and greater surplus of food 
products from building up? 

Does price support increase the surplus and 
anecrease the cost to the consumer? 

Do marketing boards tends to become monop- 
Olies, and in effect huge trusts, controlling and 
dominating the prices to producer and consumer? 

How is it possible -- in fairness -- that 
home produce and foreign produce both sell at the 
same price to consumers when the foreign product 
bears the additional cost of tariffs and freight 
rates? Does the Home Producer benefit from this 
Situation at the expense of the consumer or does a 


middleman or the retailer receive more than his 
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share of the price spread? 

Prepared cereals and other foods are advertised 
extensively over TV and radio, this expense added to a 
highly decorative package and "Come On's" to attract 
the children, adds greatly to the cost but not to the 
food value. 

A quote from Consumers! Bulletin of March, 
1958: "Manufacturing of breakfast foods spent an 
amount equal to 11.8 per cent of their sales on advertisi (am 
The consumer pays. 

Dairy products -- very necessary foods for 
the whole family but essentially so for children -- 
have increased so in price that the amount each family 
ean afford financially has been limited. 

(i.e. Dried milk has a support of 17 cents 
per pound but retails at 42 cents a pound). 

Cheese is expensive at 39 cents for 8 ounces 
net weight. 

Milk 21 cents a quart. 

Eges Grade "A" large at 2 dozen for 89 cents. 

Would not a lower price, greater and improve 
production, increase consumption? Would not a price 
differential benefit consumers willing to carry milk 
from the store? Fewer deliveries per week could 
result in substantial savings and could be passed on 
to consumer. 

The increasing size of Canadian families 


calls for larger sized cans of fruits and vegetables. 
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The 20-ounce and 28-ounce tins would be a more practical 
buy if easily procurable. 

The grading of canned fruits and vegetables 
should be of such uniformity that the consumer would 
be assured that the purchase is of the desired 
standard. 

Should some of the saving made in breeding 
more productive and better stock be passed on to the 
consumer? 

(i.e. Raising cows that produce more milk with 
more butter fat?) 

Hens that lay more eggs per year? 

Pigs with more lean and less fat? 

Petter herds, flocks, etcetera cut down 
expenses of handling yet produce the same or greater 
amount of food. 

Would it be possible to have packaged food 
marked in simple factors of pounds? Or pints? That 
the consumer could quickly note amount, get the desired 
quantity or weight, and easily make price comparisons. 

(i.e. 4 ounces, 8 ounces, 12 ounces, 16 ounces 
and thus replace the awkward amounts such as 5 ounces, 
6 ounces, 10 ounces, etcetera. 

Why does 1/2 pound time of salmon cost 
52 cents on the Prairies? 

Why does a box of apples cost $4.35? 

Why was the price raised immediately on 


frozen orange juice on stock already on hand when 
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the news announced frost in Florida? 

Does sugar come under a control board? 

Is the amount of sugar beet grown and pro- 
cessed in Canada restricted? 

Does the broker set the sale price at which 
the retailer must sell? No allowance being made for 
low overhead costs, just a "Sell at my price or else--! 

At the present time the Commission is the 
only body capable of securing the necessary facts 
and figures of actual costs at all levels and thus 
answer the questions which we are consumers are asking. 

Are we paying too much to some one some 
place, and to the producer too little? 

Judging by the "High Cost of Living" the 
producer and the consumer are being pushed further 
and further apart to the financial betterment of 
neither ~-- or to the financial detriment of both. 

THE CHAIRMAN: This will be Exhibit No. 28. 

EXHIBIT NO. 26: Brief of the Saskatchewa 
Pranch of the Canadian 
Association of Consumer 

THE CHAIRMAN: You are Mrs. H.C. Poughton, 
the Provincial Standards Convenor? 

MRS, BOUGHTON: Yes. 

THE CHAIRMAN: And you have with you Dr. 

E.M, Rrisbin who is a member of the Executive of 
the Saskatchewan Branch? 


DR. PRISBIN: Yes. 
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THE CHAIRMAN: I think Mrs. Walton has 
one or two questions. 

COMMISSIONER WALTON: Mrs. Boughton, there 
are quite a lot of questions that you have given to 
us for consideration, and in many ways, in some cases 
they are very similar to those which were presented 
to us when we were in Winnipeg last week. 

On page 3 you will understand that the 
price raised immediately on frozen orange juice 
actually does not come within our Terms of Reference, 
because ours are of Canadian origin, so that that 
would be one of the questions that I think would not 
apply to this Commission. 

I was just wondering if you would care to 
amplify on page 1, the question how is it possible 
in fairness that home produce and foreign produce 
both sell at the same price, that applies to the 
one question where you use the example of apples 
at so much a box. Do you have any statistics that 
you could leave with us pointing out apples, whether 
they are from Ontario or local, whether from British 
Columbia? Have you any data at all? 

MRS. BROUGHTON: They were from British 
Columbia. No, we have not, but the apples that we 
are speaking of are of Pritish Columbia. 

COMMISSIONER WALTON: You believe that the 
price here varied too much? I was just trying 


to get the implication of the price spread there, 
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were they the same price in Pritish Columbia at the 
retail level or higher here, or was there an allowance 
for transportation that caused you to state it? 

MRS. EOUGHTON: I am not sure. I believe 
they were the same price in British Columbia on the 
retail market as they are here. 

COMMISSIONER WALTON: On page 2 you have 
asked the question "Would not a price differential 
benefit consumers willing to carry milk from the 
store?” Do you have any price differential in 
Saskatchewan in any areas as they have in Winnipeg. 

We found out that stores, if you carried milk, there 
was I think a 2-cent a quart differential on the 
store milk as against home delivered milk. Do you 
have any areas in Saskatchewan? 

MR. FPOUGHTON: No, I can't answer that. I 
don't believe there is a differential, but we have 
not in Saskatoon. 

COMMISSIONER WALTON: Some of these questions 
perhaps are more consumer questions on size of 
cans, asking for 20-ounce cans, or 28-ounce cans, 
you believe that the price spread would be less or 
the cost less? 

MR. POUGHTON: Yes. 

COMMISSIONER WALTON: Or that there would be 
increased consumption? Is that the thinking behind 


you mentioning some of these? 
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MRS. BOUGHTON: Also that with the larger 
family a smaller ounce can is not enough, and they 
often have to buy two, and buying two smaller cans 
is more expensive than buying one larger can, and 
often when they buy two smaller ones, there might 
be some left over, 

COMMISSIONER WALTON: You have not done 
any research yourself? 

MRS. POUGHTON: No we have not, I am sorry, 
but we did not have time to get alot of these people 
which you want. 

COMMISSIONER WALTON: Dr. Stewart, quite 
a few of the questions that have been asked of us 
here we already have recorded as being asked that the 
Commission should investigate. 

THE CHAIRMAN: Your last closing sentence: 

"Judging by the high cost of Li vier 

To what were you referring? Do you have data 
from some source? 

MR. PRISBIN: We were referring from the 
last data that we had seen in the paper, plus the 
request for increased costs the right to sell milk 
at a higher price, and that everything has been going 
steadily up and yet the producer says he is not 
receiving enough, and yet the family exchequer says 
we are paying too much because we are paying more, 
our grocery bills this last year are greater than 


Our grocery bills the year before, and there is somethin 
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wrong if the producer is claiming he is not receiving 
enough and the consumer says our dollar is not going 
poeta Ge aoe hdd, 

COMMISSIONER WALTON: I was just wondering 
your source of.information. 

MR. BRISBIN: The source was the newspaper. 

COMMISSIONER WALTON: Thank you. 

COMMISSIONER DRUMMOND: You mention that you 
feel that the producer was not getting sufficient, and 
that the consumer is paying too much. I think you 
indicate in your questions, at least, if not otherwise 
in your brief, that possibly part of the reason for 
this widening spread is due to such things as extra 
advertising or the provision of additional services. 

MRS. EOUGHTON: Yes. 

COMMISSIONER DRUMMOND: Have you any views, 
or do you think the members of your local organization 
have any definite views in regard to the desirability 
of these extra services? 

MR. BRISBIN: In any cases where it means 
the security, like milk being taken care of or eggs 
properly looked after, but they do wonder whether 
or not fruit should come to us on the Prairies care- 
fully wrapped and each apple segregated from the 
other apple, which definitely raises, increases the 
costs of handling, and after all if an apple a 
day keeps the doctor away, you want to be able to 


give that to.the child. 
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Definitely the price of apples went up the 
minute they segregated each apple, like eggs are 
segregated in a crate, and there were various other 
samples given. Things that can be held for a while 
called for a higher price than those things which 
must be sold at once, or they are spoiled, 

COMMISSIONER DRUMMOND: In other words, you 
are wondering whether there have been unnecessary 
services? 

MR. BRISBIN: Unnecessary expenses added, and a 
unnecessary number of people in between the person who 
produces and the person who buys. Of course we are 
all consumers, every one of us, and we come into that 
category, but we wonder if there isn't -- if we 
haven't got too many middlemen, 

COMMISSIONER DRUMMOND: What is your view 
in regard to advertising? 

MR. ERISBIN: My view is of course that we 
get too much of it for one thing, and I was in the 
Store the other day when a youngster raised quite a 
Squall because he wanted a certain cereal, his mother 
did not want to buy it. She was all for oats, rolled 
oats, but he wanted the prize in that package, and 
there was quite a scene. I think a lot of that ad- 
vertising is for the children, and the children bring 
pressure on the mother, if the mothers are unfortunate 
enough to take the children into the shop. 


COMMISSIONER DRUMMOND: What if anything can 
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be done or should be done about that? 

DR. ERISPIN: I don't know what can be done. 
We just raised that question. 

COMMISSIONER DRUMMOND: I notice you are 
awfully good at raising questions, but you can't supply 
the answer. 

DR. BRISBIN: Pecause we don't know the 
answers, 

COMMISSIONER DRUMMOND: Would I be correct 
in concluding that your organization, generally speaking 
would perhaps benefit most from a simplified explanation 
of a whole lot of things that are actually happening? 

DR, BRISHIN:. Yes; cefinivesy. 

THE CHAIRMAN: You have come a long way for 
a relatively short time, but I would like to say that 
we are grateful to you. I wish you would take our 
thanks back to your provincial president and members 
of the committee and your local. We will be looking 
at all of the questions that you have mentioned here-- 

DR. ERISPIN: We hoped you would. 

THE CHAIRMAN: And we will be making a 
study of them. 

DR. FRISBIN: Thank you very much. 

THE CHAIRMAN: We will now adjourn until 
9 p.m. this evening when we will hear the brief 
from the Prince Rupert Fishermen's Co-operative Associ- 


ation. 
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This will be in the library on the mezzanine 
floor of the Hotel Saskatchewan. 

We will now adjourn. 

--- The hearing adjourned at 4.45 p.m. 


to resume at 9 p.m. 
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SUFMISSION OF 
PRINCE RUPERT FISHERMEN'S CO-OPERATIVE 
ASSOCIATION 


Appearances: 


Koo se nerainge ~ Secretary 


THE CHAIRMAN: I will call you to order 
ana open this session. , The brief of the’ Prince 
Rupert Fishermen's Co-operative Association will 
been abate Mo, 29. 

EXHIFIT NO, 29: Prief of the Prince 
Rupert Fis! ermen's Co- 
operative Association. 

Mr. Harding, we were very disappointed 
indeed when it became impossible to hear the sub- 
mission from the Prince Rupert Fishermen's Co- 
operative Association in Vancouver, and we are very 
grateful to you indeed for letting us know that you 
could stop over here so that we might hear your 
presentation. 

I am sure it has inconvenienced you some- 
what, but we are very glad to have this on the 
record now. 

I gather Mr. Sorensen is not with you, 
but if you would like to proceed and read the brief 


into the record, we will have a little conversation 


about it afterwards. 
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Mr. Harding 


MR. HARDING:’ I appreciat that Dr. Stewart. 
Certainly I appreciate the Opportunity to present 
this brief, and we are Sorry that Mr. Sorensen 
and Mr. McMaster, our solicitor, were not able to 
meet you, so that I will have to DLOCR it tor 
them as well as I can. 

I hope you will excuse me reading the brier 

as it stands. There may be some references that 
will not exactly apply to me. You will appreciate 
that Mr. Forensen is our seneral sales manager, 
I am the general manager of the organization, and 
I am not as well acquainted wit. the sales problem 
as Mr. Sorensen would be, but I am acquainted, of 
course, with the general organization. 

You all have copies I believe of this 
brief? 

THE CHAIRMAN: Yes. 

MR. HARDING: The following submissions are 
being made to the Commission in the hope that they 


may be helpful to it in pursuing the investigation 


which it has been directed to undertake. Unfortunately 


it has been impossible to back them up with the kind 
of research and the preparation of me and 

facts which might be most helpful to the Commission, 
This is partly due to the shortness of notice, the 
hearings commencing as they have at the West Coast, 


and partly due to the multitudinous activities of 


the Co-operative Association at this time of Year, 
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wer) 


It ts hoped, however, that in indicating 
the areas which appeared to this Association to be 
Significant from our experience, it may be that the 
Commission itself may find one or more area which it 
may desire to investigate in greater detail. sWene: 
Association is prepared in such event to open its 
records to the Commission and its experts, to 
investigate the facts and figures with respect to 
any of these matters where figures are available and 
to co-operate in every reasonable way in the in- 
vestigation. 

The matters with respect to which the Associ- 
ation would like to make brief submissions and to 
present some evidence to the Commission through Mr, 
Sorensen, its general sales manager, if that would 
be helpful, are the following: 

(1) It needs to be appreciated that the 
Co-operative Association while strongly organized in 
certain branches of fisheries, the most important of 
which is halibut, is not so strongly organized in 
some other branches for reasons which Mr. Sorensen 
can explain in his evidence. 

(2) To understand the present position 
of the Co-operative Association it igs necessary to 
appreciate something of the history of the growth of 
this Association beginning back in the 1930's with 
small groups of fishermen in isolated areas along the 


northern coast of Pritish Columbia co-operating together 
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to sell their fish through the privately owned 
marketing agencies then available. From the days of 
those humble beginnings there has developed an 
Association with approximately 1,500 members, nll of 
whom are fishermen who dienes own their own boats 

or, alternatively, fish on boats owned by other members 
of the Co-operative Association. This organization 
has now acquired assets totalling approximately 
$4,000,000 which, except for the financing of ordinary 
working capital needs through the Credit Union and 

the P.C, Central Credit Union, and a relatively small 
debenture issue to its own members is owned by the 
fishermen members themselves, 

(3) The method of operation of this 
Association is in accordance with recognized co-operativ 
principles. This means not only that the door to 
membership is open to any bona fide fisherman but 
also that the Association operates on the principle 
of one member, one vote, irrespective of share capital 
investment. It further conducts its business in 
accordance with eRe co-operative principle of paying 
to the members the Sross proceeds of the gale of 
their products after certain pooling, less only the 
cost of operation and reasonable reserves, The 
Association requires a fisherman, as he uses the 
Services of the Association, to build up his equity 


in share capital and generally the amount of his 
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equity reflects the use he makes of its plant and 
Foci tise, 

It may be worth drawing attention also to 
the fact that in an endeavour to free fishermen from 
the slavery of financial obligation to the person or 
Company to whom he seeks to sell his product, the 
Co-operative has developed a consumer department 
originally intended to assist him in acquiring his 
gear and outfitting his boat (and now expanded into 
broader areas). Also to this end, amongst the 
members of the Co-operative Association, there has 
developed the Prince Rupert Fishermen's Credit Union 
which was incorporated only about 1943 and the 
assets of which now approximate $3,500,000. 

(4) The Co-operative Association is now the 
sole owner of Fishermen's Co-operative Federation, 

a selling agency, initially established to service 
several fishermen's co-operative organizations on 

the coast. Through amalgamations on the one hand 

and misfortune striking the large southern Fishermen's 
Co-operative Association, the F.C.F, as it is called 
has now become the Canadian sales agency of Prince 
Rupert Fishermen's Co-operative Association. With 
respect to sales in the United States, Prince Rupert 
Fishermen's Co-operative Association, together with 
Halibut Producer's Co-operative Association, an 


American co-operative sales agency incorporated 
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in the United States known as the Fishermen's Feder- 
ation, Incorporated. 

(5) The Commission may be interested in 
some description of the plant and facilities which 
the Co-operative Association has built up over the 
years to more efficiently handle the product of the 
fisherman and prepare the same for market and also 
to prepare bi-products for market. If so Mr. Sorensen 
will be in a position to give details in this respect. 
Perhaps it is sufficient to say most modern methods 
and equipment are used. 

(6) The Co-operatiave carries the marketing 
process mainly to the point of selling to the large 
wholesale dealer. Some of these are wholesale 
dealers in fish products only and some are wholesalers 
also of meat. In its sales in the United States 
the Association through F.F.I. deals directly with 
some large chains but there also the main customers 
are wholesalers. in Canada the canned salmon which 
obviously does not present the same problem as fresh 
and frozen fish are marketed to large wholesalers and 
several large chains with the help of brokers. 

(7) It appears to us that part of the 
problem of the price spread as it affects the producer 
arises out of several facts, two of which are: 

(a) While in the production and preparation 
for market of fish we have established efficiency of 


plant facilities and operation which have resulted 
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in better quality and (subject to inflationary in- 
ee ch also lower costs per unit, this same develop- 
ment has not taken place in the distribution of fish 

to the same extent. Compased with the handling of 
meat products the handling of fish in marketing lags 
behind. If, because of lack of facilities a retailer 
must throw away part of the fish as unsalable, obvious 
the amount of mark-up which he must charge on the 
balance will be proportionately increased, including 

a charge for a calculated risk. 

(b) While co-operatively we have made great 
strides in assuring to the producer that the costs of 
handling and processing in preparing for market the 
products of the sea shall be as closely as possible 
the actual cost, we have failed to devélop the 
techniques and machinery to co-operatively handle 
the marketing of his products substantially beyond 
the point of the wholesaler. 

It should be observed that in Canada there 
is an Inter-Provincial Co-operative Wholesale Society 
with which this Association deals directly and 
through which both the producer and consumer are 
assured that they will only be required to pay the 
actual cost of handling the products of the sea be- 
tween production and consumption. However, the 
facilities of that Inter-Provincial Co-operative 
Wholesale to handle products of the sea on a really 


economical basis are greatly limited by two factors:- 
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(a) The producer co-operative does not 
produce itself all varieties of fish products required 
for the market, and 

(b) The extent of consumer co-operative 
organization in Canada in relation to the total retail 
market picture is dwarfed by the large chain stores. 

Theoretically, if the producer co-operative 
could develop to cover all types of fishery and 
the consumer co-op grow large enough to justify 
proper handling, and facilities in the distribution 
of this perishable product in all parts of the 
Se een ubiia would bridge the gap between the producer 
and consumer. This may be the direction in which the 
marketing of primary products should be encouraged 
to cut down price spread. (While this is a producer's 
organization it recognizes that for the producers! 
own ultimate protection of a good return, every 
effort must be made to cut down the cost through 
efficient marketing s0 that ultimately the consumer 
pays a fair price as well as the producer receiving 
one). 

(8) We have no records of course, of re- 
gale by the wholesales or chain stores once our 
association has sold to them. We do get the im- 
pression sometimes from the information we do receive 
that perhaps due to fluctuations in the price of 
other competing commodities such as meat, the charges 


of the wholesaler on re-sale are insufficient, but 
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we also get the impression that at other times the 
re-sale price is considerably greater than required 
| 


to meet the cost of handling. However, as previously 


indicated some of the variation in price reflects 
inadequate facilities on the part of the wholesalers 
or the retailers to economically handle the product 
before reaching the ultimate consumer. 

(9) The experience of this co-operative 
as to the return paid to its members in relation to 
price paid by profit businesses in some species of 
fish shows fairly consistently over the years that 
the Co-operative fisherman has gained. In some 
other species the price paid by the co-operative 
may go below or may go above the prices paid by 
profit businesses, but two things stand out from 
our experience: 

(a) The members now own a co-operative 
with substantial assets, and 

(b) We are able to say with assurance 
that if there was no strong efficient co-operative 
owned by a large body of fisherman, all fishermen 
in the areas in which the co-operative now operates 
would get less for their products. 

THE CHAIRMAN: Thank you. Mr. MacKichan 
is the informed member of the Commission on fisheries 
and I think we will let him lead the questions. 


COMMISSIONER MacKICGHAN: Mr. Chairman, I 
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appreciate fully as one general manager to another 
that Mr. Harding would like me to be clearly informed 
on some of the details of the business. It is the 
rest of the staff that know those things, but, however, 
I expect he will have the answers. 

Now, at the bottom of page 2, paragraph l, 
you mention that in halibut particularly you are 
quite a dominant factor, but in some other fish you 
are not so strongly organized. What is the situation 
there? 

MR. HARDING: Well, I think Mr. Chairman, 
and Mr. MacKichan, to go back to the history of the 
fish industry in Eritish Columbia there are various 
types of gear used in fishing. There is trawling, 
long, lining, seining, gill metting and bing 
trawling. I think that would be the five different 
types of gear used. Fy nature trawling is pretty 
well a one-man game for the most part. It is a 
one-man boat that is involved, and also I think by 
nature in most independently minded fishermen it 
was the trawlers who started the co-op movement, 

They own their own boats. Long runners were the 
next, and a great many owned by the fishermen, 

to a great extent they are fishermen of Scandanavian 
origin, and quite co-operatively minded. Those 

are the two main groups making up the co-op. The 
seiners, for the most part, are larger boats, and 


the boats in the main are owned by the fishing 
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companies and not individual fishermen. The gill 
netters have small toats, but again they have been 
laraely owned by the fishing companies, because of 
the financing of the boats and the gear that have 
been linked together, and it has been pretty much of 
@ company operation. It is only in the last few 
years there has been a tendency for this to change. 

Three years ago we went into the herring 
operation for the first time in history. The 
Co-op own a reduction plant. Certainly it is the 
first on the West coast. We also tackled the 
problem of ownership of boats. We have three large 
boats which are owned partly by the Co-op and partly 
by the individual fisherman with the backing of the 
Credit Union. 

I think those are the basic reasons why we 
are not in all branches. It is part of the history 
ot 16, and »the, financing, 

COMMISSIONER MacKICHAN: You are into 
most of the branches, are you not? 

MR. HARDING: We are now to a greater or 


less degree. In the trawling and long lining we 


are very well into it. In the gill netting and seining 


on a smaller basis, just starting. 

COMMISSIONER MacKICHAN: Probably some 
of this may not come completely within the Terms 
of Reference. As you know you are the only or- 


ganization we have had at the manufacturing level, 
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You are 


or what we might call the company level. 


the only one that we have heard from the West coast. 
We are particularly 


COMMISSIONER MacKICHAN: 
interested, I think, in this next paragraph on page 2, 


In the presentations we have had from one of the 
provinces here, the company put it to us that one 
of the reasons there could not be higher prices 
for fish was that they had to 3upply boats and all 
the equipment to the fishermen, and we are interested 
in that fact that your fishermen are equipping their 


own boats, and doing their own financing to a consider- 


able extent, and they are getting a greater measure 
of freedom, and independence. We do realize that 
Your fishery is 


it is different at your fishery. 
more remunerative in itself, but what is the reason 


that your fishermen have been able to acquire their 


own implements of production? 
Well, they are a thrifty group. 


MR. HARDING: 


Of course, the majority of our fishermen are of 
I think by nature they are 


Scandanavian origin. 
thrifty. 
They have, of course, developed their own 


Our co-operative started first, but 


credit union. 
the Trade Union came second, and developed very 


rapidly because the Co-operative Association in 
itself developed by channelling of final payments 
for our yearly fish settlements through the Credit 
the 


It was insisted that our members join 


Union. 
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Credit Union, but suggestéd they do so, and of course, 
the majority did. As a result, they have accumulated 
together a considerable sum of money which has been 
used in the financing of vessels and of gear for 
private individuals. 

THE CHAIRMAN: May I just get this clear in 
my mind then. The funds used by the Credit union 
are mainly funds which come back to the fishermen 
from your operations in patronage dividends, finally 
get into the credit union, and from the Credit Union 
become a source of the purchase of their equipment. 

MR. HARDING: That is correct. All our 
payments are made through the Credit Union. 

THE CHAIRMAN: Indirectly the purchase is 
out of returns which you pay back to the Credit Union. 

MR, HARDING: That is right. 

COMMISSIONER MacKICHAN: Most of these, as 
Dr. Stewart, the Chairman, has indicated, has come 
directly through their earnings and through their 
savings besides, 

MR. HARDING: That is right. 

COMMISSIONER MacKICHAN: Rather than sub- 
scribe directly to the capital of the organization. 

MR. HARDING: That is right. We, of course, 
also have, as mentioned here, each member is expected 
to subscribe to equity, which is a percentage de- 
duction on the final settlement. 


COMMISSIONER MacKICHAN: That was my next 
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question. 

MR. HARDING: 5 per cent deduction on the 
shared capital. 

COMMISSIONER MacKICHAN: That is covered by 


l 


your by-laws and their membership contract with you. 

MR. HARDING: Yes. 

COMMISSIONER MacKICHAN: Their application 
for membership. 

MR. HARDING: Yes. 

COMMISSIONER MacKICHAN: In one case that 
sort of compulsory saving is a good thing. Then at 
the bottom of that page you said your association 
requires a fisherman as he uses the services of the 
association. Now, there has been considerable success 
in that area in making the fishermen free from 
financial obligations to somebody who might not have 
had the same interest in their welfare as you have. 

MR. HARDING: That is correct, yes. 

THE CHATRMAN: Is the fisherman, who has 
acquired his gear through the Credit Union, tied to 
the organization in any sense, or can he dispose of 
his product otherwise? 

MR. HARDING: Well, a member in our Co-op 
is bound by the marketing contract which is the 


standard given in the Co-operative Association by 


the province of British Columbia. The Producer's 
Co-operative in B.C. has a marketing contract written 
into its rules so that when a fisherman or farmer 


joins a producer's Co-operative in F.C. they are 
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automatically bound by the marketing contract. 

THE CHAIRMAN: For how long? 

MR. HARDING: Well, in the case of the 
Farmer's Co-operatives it is as long as he is a 
member of the Co-operative. In the case of the 
fishermens!' co-operatives, due to an amendment having 
been made to the Act, about five years ago, at the 
insistence of the fishing companies, any member of 
a fishermens' co-operative can give notice; so long 
as he gives notice by December 3lst of this year, 
shall we say, he can be free from the obligations 
of the contract next year, but he has to give 
notice by that date. 

That is not true of a Farmer's Co-operative, 
but it is of the Fishermen Co-operative. 

THE CHAIRMAN: Under that contract, which is 
with your organization, supposing that he wished to 
withdraw from his contract under these terms, woudd 
the fact that his gear has been purchased on loan 
from the Credit Union reduce his capacity to 
withdraw from the contract. 

MR. HARDING: I would not say so in the 
case of gear. Of course, the Trade Unions have to 
make sure that they are operating under proper 
arrangements as they ordinarily do in making a 


loan, to be sure the loan is reasonably safe and 


well covered. 
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I do not think they would make any such 
requirements in the case of gear; that is he must 
deliver to the co-operative. 

They do have an overall policy in the case 
of larger loans to finance fishing vessels. That is 
their amount of money is limited. They go on record 
as saying they will finance the boats that are going 
to fish co-operatively which, I think, is a natural 
situation. 

COMMISSIONER MacKICHAN: You are not a 
party to this other arrangement? 

MR. HARDING: That is entirely between 
the individual and the Trade Union. 

COMMISSIONER MacKICHAN: And his Credit 
Union? 

MR. HARDING: Yes, that is right. 

COMMISSIONER MacKICHAN: Down at the middle 
of page 3 we are getting into marketing here. You 
are getting one step closer to the market than 
some of the regular co-operatives. You have your 
own organization in the United States for marketing 
there. 

MR. HARDING: Yes. I may fill ina couple 
of blanks there, Mr. Chairman, by saying when we 
first started in the thirties, our association 
was just a pooling association which sold fish 


by auction to the local fishing companies in Prince 


Rupert or in that area. 
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It was not until 1944 that we branched out 


into our own marketing and establishing the Fishermen's 


Co-operative Federation and then the Fishermen's 
Federation Incorporated; our Canadian and American 
sales agency. 


These are wholly owned by ourselves and 


our sister organization in the United States, and our 


marketing agencies are comparable to any owned and 
operated say by the British Columbia Packers or 
Canadian Fishery Company. 

They operate on the same basis. We have 
offices of our own in New York and Chicago with our 


own employees and we operate there. 


COMMISSIONER MacKICHAN: Well, we unfortunatel 


cannot follow this through to the consumer in the 
United States. Would you give us some indication 
of what you would have saved to the fishermen by 
going this further step into the marketing field. 
MR, HARDING: Mr. Chairman, that is a 
difficult thing to give any answer to in figures. 
Going back, because of the very early beginning 
of the co-operative, you cannot always point to 
something that is fairly spectacular. That has 
happened in our case because when we started in 
1934 the local companies did not think they could 
pay more than 4 cents a pound for Spring salmon, 


so the organization was formed, There was a boat 


| took on a load of salmon to Seattle, and sold it by 
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auction and after paying the expenses returned the 
following week and paid back 8 cents a pound, which 
was just double the price they had been paid previously. 

Then, of course, they were paid 8 cents a 
pound by the local companies. 

In 1941 when we went into the first venture 
in the processing of fish livers, halibut livers 
had been handled largely by one company, Parke~Lavis 
for a number of years, and purchased it on the 
West coast. The price in 1939-1940 had been 50 
cents a pound, and in 1941 there had been a slight 
decrease in vhe market for Vitamin "A", and they 
Gropped the price to 30 cents. 

Our fishermen in Prince Albert felt this 
was too great a decrease. They took over to go into 
the co-operative processing of fish livers. After 
getting the plant organized and handling the liver 
production from our members, in that year we paid 
back in our final settlement day 67 cents. We 
doubled the price that had been previously paid. 

This was with no appreciable increase 
in the market for Vitamin "A", There was a slight 
increase there that winter, but not to any great 
extent. So, of course, that helped a good deal 
in establishing our organization, 

Now, that is from the time we went into 
our own marketing, and it is difficult to give facts 


and figures. I know we made an analysis from the 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO = 1356 = Mr. Harding 


years -- I think I am correct in saying this -- 1948 
to 1953, a five-year period, and we estimated that 
during that period, compared to the prices paid 
comparatively by fishing companies that our return 
was from 10 to 15 per cent better over say the five- 
year period, 

COMMISSIONER MacXICHAN: Unfortunately we 
were not able to carry that through to the consumer, 
but under the system under which you were working 
you could say it did result in more income to the 
fishermen undoubtedly. 

Now, that covers the only thing I had on 
that page. We have another product up here at the 
beginning of page 4 that we have heard something 
about. We have heard something about it from the 
consumer's scene in British Columbia, That is the 
price of canned salmon, I have forgotten whether 
that is just where the expression "all the traffic 
will bear" came up, but I am inclined to think it 
was. You will market canned salmon? 

MR. HARDING: We do on a very small basis 
because of the nature of the fishery in British 
Columbia where sockeye is caught primarily by 
gill netters, and some by seiners and pink salmon 
is caught by seiners and some by gill netters. 

These are the principle canned fish. We are not 
a significant factor. Our canned pack that we sell 


is about 40,000 cases a year, which is quite small. 
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ANGUS, STONEHOUSE & CO. LTD. 
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COMMISSIONER MacKICHAN: Do you have that 
on contract? 

MR. HARDING: Yes. We don't own a 
cannery of our own. We have the fish canned on 
contract by two privately-owned canneries. We feel 
the rates we are able to get are good as far as 
the cost of canning is concerned. 

COMMISSIONER MacKICHAN: Do you import 
Japenese salmon? 

MR. HARDING: Yes, because we had to keep 
the label on the market, and we did not have the 
volume of production. Avcontributing faetor 
to this is the organization mentioned in another 
part of the brief that went out of existence. That 
is the Fisherman's Co-operative Association of 
Vancouver which had been a larger producer of 
gill net fish than was our organization. With them 
going out of the picture we have had to handle 
other people's salmon. We have for two or three 
years gold a fair amount of fish for some of the 
smaller companies, that is canned salmon. 

COMMISSIONER MacKICHAN: Your sales 
connectionswere better? 

MR. HARDING: That is right. 

THE CHAIRMAN: On these two points, I 
believe that one of the matters on which comment 
was made with regard to canned salmon, was that 


the price in Vancouver was the same as the price in 
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ANGUS, STONEHOUSE & CO. LTD. 
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Toronto for B,C, canned salmon. In your experience 
has that been so? 

MR. HARDING: I think that would be correct 
from what I have seen of advertisements in the papers. 

THE CHAIRMAN: Do you sell in both markets? 

MR. HARDING: Yess, we do, 

THE CHAIRMAN: Do you feel able to explain 
this phenomenon? 

MR. HARDING: No, I am sorry, I don't think 
1 can. I think it is more a technical matter for 
some of our sales staff to explain. As we have said 
heeeare quite prepared for any of your staff to talk 
it over with any members of our staff. Mr. Williamson 
in Vancouver is the man on our staff who handles 
that. 

THE CHAIRMAN: This question of imported 
salmon was also raised with regard to the Coast. 
It is pretty hard to detect in the can that this 


was imported salmon. Have you any comment to make 


on that. 

MR. HARDING: That is correct. IG is 
pretty difficult. Some people claim they can, 
can't: 


COMMISSIONER MacKICHAN: It is like the 
small print! 

MR. HARDING: Some people claim they can, 
I wouldn't want to. 


COMMISSIONER MacKICHAN: Like the small print. 
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I think there is one thing we have to say that it 
came within the Pish Canned Food Act, even if it 
were small some of it. 

MR. HARDING: Yes, that is right. 

COMMISSIONER MacKICHAN: It wasn't very con- 
spicuous, but I guess it was legal, whether small or 
not. 

MR, HARDING: I don't think anybody in the 
industry was happy about doing it, Mr. Chairman, 
least of all our own association, but the fact 
remained that the fish would have come into the 
country anyway. 

THE CHAIRMAN: There was an acute shortage 
at the time? 

MR. HARDING: A great shortage due to 
fluctuation in runs of salmon. 

COMMISSIONER MacKICHAN: The next question, 
You can just answer it or not, just as you wish. 

Was there a bigger margin in handling that Hapenese 
product, or did it compare reasonably with your 
own product? 

MR. HARDING: As I recall, Mr. Chairman, 
the margin on it at least during the period that 
we have handled it, and we did not come into the 
field until probably a year after the others had, 
the margin has not been too much. 

It has been just a break -- even point. 


However, we must have a fair example, because of 
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the volume that we purchased, it was small. I would 
believe that if you were able to purchase larger 
quantities, possibly might be important margins. 

COMMISSIONER MacKICHAN: It is possible 
that our Japenese friends were also working on the 
maxim that all the traffic would bear was a fair 
price. 

MR. HARDING: That is right. A fair done 
in the industry. 

COMMISSIONER MacKICHAN: Now we are getting 
down further with the marketing, do you feel that 
the small volume of fish that the average fish 
market handles, in comparison probably with beef 
and other products is somewhat responsible for the 
larger mark-up that seems to prevail at the retail 
level? 

MR. HARDING: Yes, I would feel’ that 
personally, Mr. Chairman. I think that there is 
also, at least in handling of fresh fish, and 
possibly frozen in some cases, a fair amount of 
waste due to quality. Fish has to be thrown out, 

COMMISSIONER MacKICHAN: I am speaking 
of fresh particularly, just at the moment. 

MR. HARDING: Yes, it leads to a higher 
market, so it is very essential that there be tight 
quality control program by the Government. Our 
Association has supported that many times. 


COMMISSIONER MacKICHAN: I don't think there 
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is any question but that is ,coming in. 

COMMISSIONER WALTON: Do you do any of the 
freezing, aB a co-operative, I mean, outside of 
the contract for salmon? 

MR. HARDING: Yes, we have a large cold 
storage operation. We 8 to 10 million pounds of 
fish a4 year, and we also put up package fish, 
steaks and fillets. 

COMMISSIONER MacKICHAN: There would be, 
as you know, there is aproblem of having a variety 
in these fish stores. I think you mentioned that 
pier on a wurther: page, that. 4f you ere eon v6 
run a successful fish market, you have got to have 
almost east coast fish and west coast fish, and a 
whole variety? 

MR. HARDING: That is right. 

COMMISSIONER MacKICHAN: And then the 
Garr ieulty in moving it long distances; uniess it 
can be moved in carload lots. That is more or 
less a problem? 

MR. HARDING: That is right. 

COMMISSIONER MacKICHAN: In paragraph (b) 
on the same page, you speak of co-operative consumer 
and producer, but in the fifth line you say we have 
failed to develop the techniques and machinery to 
co-operatively handle the marketing of his products 
substantially beyond the point of the wholesaler. 


Now that "we", do you mean -- 
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MR. HARDING: The Association. 

COMMISSIONER MacKICHAN: -- the fishery 
or yourself? 

MR. HARDING: The Federation and the 
Prince Rupert Co-operative is sSynonimous. 

COMMISSIONER MacKICHAN: I wondered if 
you took in a larger areas than the Co-operative 
conscience as a whole? 

MR. HARDING: No. 

COMMISSIONER MacKICHAN: It would be 
quite a task? 

MR. HARDING: We appreciate that, yes. 

THE CHAIRMAN: Is it true that other fishermen 
co-operatives have been able to extend their activities 
beyond the wholesalers? Is this a generalization? 

MR. HARDING: No. Mr. MacKichan knows 
that as well as I do, or better. I don't think in 
your own organization you have? 

MR. MacKICHAN: No, we haven't, 

MR. HARDING: The Quebec United Fishermen 
I believe have done a little bit in the City of 
Montreal, but in that one city only. 

THE CHAIRMAN: Is there an obvious explanation 
for this, or difficult to know? 

MR. HARDING: Well I think it is always 
of course the relationship you get when you are 


marketing a product. Unless you have sufficient 
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capital to go that far, if you are going to go into 
it in a small basis, you are competing with some of 
your own customers, so it is a dangerous step to 
take, unless you can go the whole way. 

COMMISSIONER DRUMMOND: If you went:beyond 
the wholesaler it means going to retailing? 

ME» HARDING: » Bhat devright. 

COMMISSIONER MacKICHAN: That would mean 
going in the retailing in a great many places, 
would it not, which in turn would mean tremendous 
capital investment? 

MR. HARDING: Yes, of course there is«a 
tendency of late years in Toronto certainly and 
perhaps Montreal as well for some of the larger 
fish companies to by-pass the wholesalers and to 
deal directly with the chain stores. 

We haven't done that to too great an extent 
as yet, again because we don't have the rounded out 
variety of fish products as yet. Taking British 
Columbia of course for example, the large company 
in the West coast who have under their label, 
they have not only West coast fish, but East coast 
fish, so they are able to supply to chain stores 
all these varieties under the one brand name. 

We can only supply under our brand name those 
of the West coast with a hope that some day we 
might be able to have East coast as well, but we 


haven't progressed that far. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 
- 1364 - Mr, Harding 


COMMISSIONER DRUMMOND: What importance 
do you attach to your brand name, by the way? 

MR. HARDING: We feel it is very important, 
but it is an expensive thing to keep up. You have 
to keep volume all the time, and you have to of 
ourse keep quality, but it is exceedingly important 
in the modern market today. You find in the United 
States, for example, it is not perhaps so important 
in New York which carries on a more traditional 
type of market where fresh is very important, and 
you have a lot of hotel and restaurant trade people. 
People seem to eat out more, shall we say in that 
eity than other places, and so that you sell a 
Lot of fish in “bulk way, butoin the California 
area, which is a very large market, it is almost 
all packaged goods because people have so many 
packaged goods that the housewife likes to have 
it already prepared. So you find these various 
markets are different. 

COMMISSIONER WALTON: The fresh fish 
market is largely the American, that is where the 
bulk of your fresh fish is shipped? 

MR. HARDING: There is some in Canada, 
Montreal and Toronto, but in the United States, 

New York is certainly the traditional fresh 
market. 

COMMISSIONER KIDD: Do you sell in New 


York? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 1365 ne Mr f Ha rding 


MR. HARDING: Yes, we have our own office 
in the Fulton Fish Market. 

COMMISSIONER MacKICHAN: I think that 
covers pretty nearly all the questions I have. 

On the last page, page 6, I think where you mention 
cases, some words I have here underlined, you 
mention because you had shown substantially greater 
returns to fishermen than were being paid in the 
area. Now you say that cannot always happen. 

Would you just care to enlarge a bit on that? 

That is my last question. 

MR. HARDING: Sorry, I don't quite get 
your point Mr. MacKichan. 

COMMISSIONER MacKICHAN: You state in some 
Species you have shown a profit over the years that 
the co-operative fisherman has gained. In some 
other species the price paid by the co-operative 
may go below or may go above prices paid by profit 
businesses. 

MR. HARDING: Well,that is of course in the 
ordinary course of events. By our rules we are require 
to return on different species what it sells for 
less expenses, and some adjustments, overhead 
adjustments in certain species, but by and large 
that is it, so of course we will come up with returns 
on certain species which will te below competitive 
prices; others above. I guess because of the rules 


of our Association, we cannot do too much. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO ~— | 66 = 


COMMISSIONER MacKICHAN: In other words, 
you are not doing any gambling and you are passing 
on actual sales returns, results of sales to the 
fishermen? 

MR. HARDING: Yes, In the words of 
one of our regional members, we don't resort to 
Just plain juggling. That just isn't done. 

COMMISSIONER MacKICHAN: I think that covers 
the question I have in mind Mr. Chairman. 

COMMISSIONER COUVRETTE: How much of your 
production do you export out of Canada? 

MR. HARDING: In average years it is from 
40 to 50 per cent, and the great majority of that 
to the United States. We export some mild cured 
Salmon to Europe, I would Say about 5 per cent of 
our total production goes to Europe, or other markets 
apart from the United States. 

COMMISSIONER KIDD: Just to build up 
more on what you have already told us about the 
Sale of your product, on the first page you say 
the most important of which is halibut, and you 
have already told us that proportion that is sold, 
the proportion of your total is sold abroad. Can 
you tell me something more about your markets, 
are they scattered all over the United States? 

MR. HARDING: We operate from the two 
principal centres, New York and Chicago where we 


have offices, and New York is traditional. 
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ANGUS, STONEHOUSE & CO. LT 


TORONTO, ONTARIO — 1367 = Mr. Harding 


It has sold pretty well in the New York area. The 
wholesalers all have office there, and sell directly 
there. 

COMMISSIONER KIDD: Is this fresh fish? 

MR. HARDING: Both fresh and frozen, 
predominantly frozen. In Chicago our men there 
travel a good deal. They cover a large area. 

They will go down as far as New Orleans and will 
go west almost as far as Texas. 

COMMISSIONER KIDD: You are getting the 
fresh product all the way from Prince Rupert to 
New York? 

MR, HARDING: The tkend is more and more 
away from fresh to frozen. 

COMMISSIONER KIDD: What proportion of the 
product is halibut and what salmon? 

MR. HARDING: In our association last year 
out of 12 million pounds we have 5 million pounds 
of halibut and we had about 4 million pounds of 
salmon. 

COMMISSIONER KIDD: How is the salmon 
sold? 

MR. HARDING: Fresh frozen and mild cured 
and some canned. There is quite a large amount of 
mild cured. Actually that is slightly salted. 

COMMISSIONER KIDD: Where is that sold? 

MR. HARDING: In New York and Europe. 


It is very popular with the Jewish trade in New York, 
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ANGUS, STONEHOUSE & CO a 
TORONTO, ONTARIO™ 1388 = 


Mr. Harding 


It is smoked and sold under the name Loux. 

COMMISSIONER KIDD: You get a little bit 
in Toronto once in a while. 

MR. HARDING: It.is’a luxury.product. 

COMMISSIONER KIDD: On page 2 at the bottom 
of your third section -- no doubt this is old stuff 
to you and Mr. MacKichan -- you say: "The Association 
requires a fisherman, as he uses the services of the 
Association, to build up his equity in share capital 
and generally the amount of his equity reflects the 
use he makes of its plant and facilities." Would 
you explain that? 

MR. HARDING: I think that is explained by 
the fact if a man produces fish for the organization 
he will receive payment and 5 per cent of the total 
payment is retained in the form of share capital, 

He will build up an equity if he makes use of the 
plant and facilities. 

COMMISSIONER KIDD: He could have share 
capital in the Co-op and then have an investment 
in the Credit Union? 

MR, HARDING: That is right. He is 
required to have 5 per cent from the 7 going into 
share capital. 

COMMISSIONER KIDD: At page 4, Section 
(a) you say: "Compared with the handling of meat 
products the handling of fish and marketing lags 


behind. If, because of lack of facilities a retailer 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 13 69 ne Mr Ha rading 
. So 


must throw away part of the fish as unsalable, obviously 
the amount of mark-up which he must charge on the 
balance will be proportionately increased, including 
a charge for calculated risk," Are there any other 
reasons why a retailer would lose out, so to speak, 
other than spoilage? 
MR. HARDING: I think that spoilage is 
mainly the reason. In so many cases, of course, 
the fish is not handled in the proper way, or the 
retailer perhaps does not like to mix the fish in 
so he may not take the same care of it. There is 
a certain feeling against fish in some quarters. 
Of course, some of the older cold storages in Toronto 
and Montreal have been very poor cold storages from 
the point of view of insuring good quality. That 
has been the case. 
COMMISSIONER KIDD: You say that the 
retailer takes more of that risk in the mark-up 
that he makes on the product or the mark-up that 
he sets on the product? 
MR. HARDING: Yes, we feel that has to 
be done because of the amount of fish we have had 
to throw away. I think Mr. MacKichan is acquainted 
with that. The retail stores feel as a matter of 
course they have to throw away a quarter or a half 
of the fish. 
COMMISSIONER KIDD: That is in the spread 


of the price. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO se 1370 ms Mr . Harding 


MR. HARDING: There has not been the same 
Government controlled quality as in the case of 
meat. It is a much more difficult thing to institute 
than is recognized, 

COMMISSIONER KIDD: You mention meat. You 
say the marketing of fish lags behind. Any other 
reasons beside the one you mentioned that it should 
lag behind? 

MR. HARDING: No, I think it is a question 
ef quality. 

COMMISSIONER KIDD: I was wondering about 
advertising. We have heard a good deal about ad- 
vertising pro and con. I was wondering what the 
comment would be on that. 

MR. HARDING: There is a very ambitious 
program for advertising on canned salmon, as you 
know, rrom fishermen of Pritish Columbia. We contribute 
to the program proportionately to the pack. 

COMMISSIONER KIDD: When the Federal Govern- 
ment does some advertising do you people contribute 
to that in any way? 

MR. HARDING: Not when it is done by the 
Government, no. 

COMMISSIONER KIDD: Down at the bottom, 

I think, you say that the charges of the wholesaler 
and retailer are insufficient sometimes, but at 
other times you get the impression the resale price 


is considerably greater than required to meet the 
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cost of handling. How do you account for that? 

MR. HARDING: Well, I think you can 
appreciate that the particulars we are talxing about 
here, we do not have too much knowledge of. We 
are just giving observations from what we have 
heard. We have had no direct experience. That 
is normal, I guess, in business. 

COMMISSIONER KIDD: What happens? From 
where you start, what happens to the price of the 
product in years of plenty and years of scarcity? 

Do you vary your price? 

MR. HARDING: Well, the law of supply and 
demand works quite well. 

COMMISSIONER KIDD: I was just wondering 
about some of your local markets out in British 
Columbia. I am not quite clear about it. I am 
Just wondering is canned salmon for example, held 
off the market in years of abundance, stored, and 
then sold in years when the catch is relatively 
small. 

MR. HARDING: Well, canned salmon, of course, 
is a quality goods. Over an extended period of time, 
in fact, it is. better after it has been in the. can 
for a year, It is better if it is a year old, so 
that there is a tendency, if financing will permit 
it, -- if there is a large run of salmon in one 
year to withhold some to the next year if the next 


year is going to be a small run. 
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This has been done in the past. °L do not 
say it has always been done. It is certainly de- 
pendent on financing. If there is a squeeze on 
financing, if the banks or trade unions are doing 
the financing of vessels, and they put a squeeze on, 
it would not be done. 

COMMISSIONER KIDD: Storage, of course, is 
a charge. 

MR. HARDING: That is right. 

COMMISSIONER KIDD: You see, I am not clear 
as to what happens to the price at the wholesaler's 
level in years of abundance and years of scarcity. 
If the producer holds it off the market in certain 
years, you would tend to have more of a level price. 

MR. HARDING: Yes, that would be correct. 
I do not say it is done to any great extent. 

COMMISSIONER KIDD: So your assumption 
would be -- or am I putting words in your mouth -- 
that the wholesaler could do some withholding, 
depending on storage costs? 

MR. HARDING: Well, canned salmon is 
sold there by the producer through brokers. I do 
not know that a wholesaler would ever stock very 
for quantities of it. 

COMMISSIONER KIDD: My friend, Mr. Couvrette, 
here is getting a laugh out of this. I am sure he 
has the answer to this final question. 


MR, HARDING: He probably has better answers 
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than I have. Of course, on the frozen fish, you 
cannot hold it up to any extent because of the 
quality. 

COMMISSIONER COUVRETTE: Certainly would 
it not be one of those cases where they would expect 
profits because they are already over there? 

MR. HARDING: That is quite right. 

THE CHAIRMAN: May I follow that up? 

COMMISSIONER KIDD: Yes. 

THE CHAIRMAN: I am not clear as to whether 
it is possible to anticipate the run of salmon from 
year to year. One of the questions that came up 
when we were in Vancouver had to do with the ne- 
gotiations with regard to wages and related matters -- 

MR. HARDING: The price of fish. 

THE CHAIRMAN: Which apparently occurs 
just before the fishing season starts? 

MR. HARDING: Yes. 

THE CHAIRMAN: What would your answer be to 
the question; how accurate you can anticipate what 
kind of season you are going to have? 

MR. HARDING: Well, I would say this: That 
the biologists who have made quite a study of this, 
can forecast much more accurately than they could 
Say ten years ago, but still there is much left to 
be desired. They are much more accurate in their 
forecasts than they used to be. 


THE CHAIRMAN: Can this be anticipated say 
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12 months ahead? 

MR. HARDING: Yes. Well, on the Adams 
River run of salmon they can be forecast four years 
ahead. 

THE CHAIRMAN: So that if you have a big 
catch of fish one year, it is not too difficult to 
market those in an orderly fashion because you know 
pretty well what the catch will be next year. 

MR. HARDING: Yes. That is true of one 
particular run, say the Adams River run. There are 
many other runs which may not be possible to forecast. 

THE CHAIRMAN: That is only one of the 
factors. 

MR. HARDING: That is only one, but that 
is a very big one. That is very exceptional. 

COMMISSIONER KIDD: There is just one 
final question I have. Are the wages paid to the 
fishermen in Prince Rupert similar to the wages paid 
elsewhere on the Pacific coast? 

MR. HARDING: There are no wages paid to 
the fishermen on the West coast. It is only the 
price of fish. You are thinking of the negotiations 
between the U.F.A.W.U. and the companies. That is 
for a minimum price for fish. It is not for wages. 

Of course, we are not involved in that 
in our association because being a co-operative, 
we market our own fish 30 we are not involved -- 


although, of course, being a small toad in the 
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pond we have to take note of what goes on and we 
do always have certain discussions about the situ- 
ation. 

But the minimum price agreement, negotiated 
between the union and the companies, is a different 
way of doing business than is our own. Naturally 
our fishermen started the co-operative because they 
did not want to do business that way. 

COMMISSIONER COUVRETTE: You do advertising 
of your own brands, do you? 

MR. HARDING: To a small extent, but naturally 
being a small producer we cannot afford too much. 

COMMISSIONER COUVRETTE: How much would 
you apply in sales volume for advertising? 

MR. HARDING: Well, we contribute to the 
tinned canned salmon advertising program which is 
a proportionate allocation over the entire pack, 
Everybody contributes percentagewise. We contribute 
eo that. That is a "no-name program", "no brand", 
just canned salmon. 

COMMISSIONER MacKICHAN: Pritish Columbia 
salmon? 

MR, HARDING: Yes. 

COMMISSIONER COUVRETTE: Do you also ad- 
vertise your own brand? 

MR. HARDING: Not to any great extent. 

On our frozen brand we do a small amount of advertising, 


nothing very significant. 
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COMMISSIONER COUVRETTE: Would you be in a 
position to say what the effect was of advertising? 

MR. HARDING: I would say it was Significant 
if you have a fair year's wolume of pack and a con- 
Sistent volume and enough variety, sufficient variety. 

COMMISSIONER COUVRETTE: It gives results. 

MR. HARDING: Yes, it would be good, 

COMMISSIONER COUVRETTE: Would you say that 
is an advantage to the producer, that advertising 
is a good thing? 

MR. HARDING: I would with these qualifications 
as stated. If you have a consistent volume and 
sufficient variety. 

COMMISSIONER COUVRETTE: In other words 
once your own brand is in the retail store, if 
advertising is being done for the brand, how do 
you feel about it? 

MR. HARDING: Yes, I think it is a good way. 

COMMISSIONER COUVRETTE: Would you be in- 
clined to blame such advertising as part of the 
Spread and claim that your share is not what it 
should be as a producer on account of that particular 
type of spread? 

MR. HARDING: Well, they would have to 
be paid for somewhere} would they not? 

COMMISSIONER COUVRETTE: I am asking you 
as a producer, 


MR. HARDING: It has to be paid for at some 
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level. 

COMMISSIONER COUVRETTE: You do not dislike 
advertising when they do it for your brand. 

MR. HARDING: No, we make certain allowances 
for some salesmen. 

COMMISSIONER DRUMMOND: On the bottom of 
page 3, number 6, you state there that your organ- 
ization carries the marketing process mainly to the 
point of selling to the large wholesale dealer. First 
how do you do this carrying act? I mean how do you 
establish contact with the large wholesale dealer? 

MR. HARDING: Well, by setting up our own 
Offices to do that. 

COMMISSIONER DRUMMOND: Entirely? 

MR. HARDING: That is right. 

COMMISSIONER DRUMMOND: You do not have to 
operate through independent brokers or anything like 
that? 

MR. HARDING: We do in Los Angeles. We 
use a broker there but in all other places we have 
our own offices with our own employees. 

COMMISSIONER DRUMMOND: In the section 
just over the page you mention you operate in the 
States through the F,F.I. Just precisely what is 
Be Gea Ls 

MR. HARDING: The F.F.I. is a company in- 
corporated under the laws of the State of Delaware, 


51 per cent of the stock being owned by the Prince 
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Rupert Fisherman's Co-operative and 45 per cent being 
owned by the Halibut Fisherman's group at Seattle, 
which is a subsidiary company. 

Mr. Sorensen is sales manager of our or- 
ganization. He is the manager of F.F.I. I am the 
president of it, and the manager of the Seattle Co- 
operative is the secretary. 

COMMISSIONER DRUMMOND: Again at the centre 
of page 4 which has been referred to before, you make 
this it seems to me very significant statement, you 
say that real progress has been made in establishing 
efficiency of plant facilities and operation which 
have resulted in better quality production of unit 
costs, then you say that similar development has 
not taken place in the distribution. Now is there 
something distinctive atout this commodity fish 
that accounts for that lack of progress? Would you 
say first perhaps that there has not been as good 
a development in the distribution of fish as there 
has been of say meat or some competitive product 
or other food products? 

MR. HARDING: Well if you fcel that the - 
standardization of quality control has a great 
deal to do with sales of meat? We haven't been 
able to establish that as yet with fish. 

COMMISSIONER DRUMMOND: That is what I 
was wondering. 


- MR. HARDING: That is our feeling based on 
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quality, standardization of products. 

COMMISSIONER DRUMMOND: And you go down 
here to F on the same page, you say we have failed 
to develop the techniques of machinery to handle these 
marketing products substantially beyond the point 
of the wholesalers. Techniques and machinery, I 
Suppose we have already covered this, does that mean 
you feel that you have not developed a workable 
set-up arrangement, or does that mean that we have 
not been able to find a way of financing it, or does 
that mean that the time just has not arrived? 

MR. HARDING: I think you would be correct 
in that Mr. Chairman. The time has not arrived for 
it as far as our organization is concerned. 

COMMISSIONER DRUMMOND: Well it seems to me 
that in the middle of page 5 you make a very very 
interesting statement, and may be a very important 
one, you used the word "theoretically" and maybe that 
is the thing to do. Maybe you have sot to dream 
about these things before they are possible of 
realization for a time, but it is suggested arrangement 
that you outline there, it is a grandiose plan, but 
if there is any possibility of realizing it even in 
the reasonably early future, might suggest real 
degree of improvement, real possibility of narrowing 
this spread. 

MR. HARDING: If I might say, Mr. Chairman, 


this is based on a long standing belief by the members 
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of our organization that this was felt that producers 
co-operatiaes and consumer co-operatives work very 
closely together. That is fundamental in your or- 
ganization. 

COMMISSIONER DRUMMOND: The only other 
thing I am asking is, perhaps you have done this 
elsewhere, but I would like to get a little clearer 
picture as to the order in which you have developed 
your own organization, the steps you have taken, 
perhaps the reasons for each if you would do that 
very briefly. 

MR. HARDING: I think as I stated we started 
as a collecting organization on a local basis to 
just bargain more effectively with the local buyers, 
but we found before long that this was not too 
effective because there was always a limit to where 
you could get, and not having the facilities to 
handle our own fish, you were entirely at the mercy 
of them saying no we won't pay more, so it became 
essential to own our own facilities where we could 
handle our fish, and to store it, and to hold it 
back if we found that situation existing in the 
market and in other words to go into more orderly 
marketing and that was the reason we established 
our own plants and our own facilities. I think 
stating it briefly that is it. 

COMMISSIONER DRUMMOND: I think that 
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THE CHAIRMAN: You have been very generous 
and helpful in your answers Mr. Harding, and we are 
grateful to you. We won't detain you any longer. 

MR. HARDING: Thank you Dr. Stewart. I 
think I wrote even before this brief was prepared, 

I wrote to Mr. Dawson and I stated that we would be 
very appy and quite willing at all times to make our 
records open to you. 

We have a very full and complete record 
of prices received in Toronto, Montreal, New York, 
Chicago and if it is of any assistance to you, and you 
want to send a member of your staff to Prince Rupert, 
we certainly would be happy to have that. 

THE CHAIRMAN: Thank you. This is not a 
commitment, but our thinking at the moment is Mr. 
Rutherford who is our Director of Research is a 
member of the staff of the Department of Fisheries as 
you know, and our thinking at the moment is we may 
ask him to go back to the Coast some time and pick 
up some things we have not been able to get. 

We appreciate that invitation. Thank you. 

MR. HARDING: Thank you. 

THE CHAIRMAN: We will now adjourn until 
10 o'clock tomorrow morning when we open in the 


Legislative Building. 
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SUBMISSION OF 


SASKATCHEWAN FARMERS UNION 


THE CHAIRMAN: If you will come to order 
we will open the proceedings this morning. Before 
calling on the submission of the Saskatchewan Farmers 
Union we had thought that we would re-read our Terms 
of Reference and perhaps comment on the limitations 
of our terms. However, I notice the Press is not 
here yet and as in part we were doing this for the 
purposes of the press perhaps we can leave that 
until after the brief of the Farmers Union has been 
received. 

We have with us, I think, Mr. Gleave, the 
President, and Mr. Thiesson, the Seeretary-Treasurer, 
and I am not sure who is going to read the brief 
but whoever it is if you would like to proceed now. 

MR. GLEAVE: Mr. Thiesson will present 
the brief. 

THE CHAIRMAN: Thank you, Mr. Gleave. 

MR. THEISSON: The Saskatchewan Farmers 
Union welcomes the opportunity of contributing to 
this Commission the views of the organized farm 
movement on the subject of price spreads on food 
products. 

The SFU is a voluntary membership organiza- 
tion representing more than ten thousand Saskatchewan 
farm families. While the interests of our union 


are entirely non-political, non-racial and non- 
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Sectarian, it is dedicated to improve the welfare of 
agriculture generally and does place particular emphasis 
on the family-size farm. 

The primary producer of food products has a 
profound interest in the subject this commission is 
studying. We venture to say that the underlying reason 
for the existence of the commission stems directly from 
the declining economic position of the agricultural 
industry at a time when the general economic level of th 
nation exceeds all previous records, 

One of the greatest assets of any nation in 
providing its people with a high standard of living is 
a healthy agricultural industry. Since its earliest 
days of settlement, the farmer has played a vital role 
in the culture and economy of our country. The people 
of Canada owe much to the farmer, He opened the land 
and fed a growing population through peace and war, He 
Supplied through his children virile and useful citizens, 
many of whom have come to the cities and helped further 
develop our expanding economy. He is now caught in a 
period of adjustment brought about by rapid industrializal- 
tion. In this changeover, manpower has, to a large 
degree, been displaced by the machine, and increased far 
mechanization has been associated with an increase in 
farm size, This widespread dislocation has amounted to 
a major agricultural revolution and broadened the concept 
of the family farm from one of a way of life to that of 


"— a business enterprise. 
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Associated with this change in the face of 
agriculture are some very real problems, both social an 
economic. The general pattern of settlement first 
established after the turn of the century has been larg 
altered. The extent to which this disruption has take 
place is quite amazing when one considers that in many 
other parts of the world, and indeed to a lesser extent 
in our own country, the pattern of settlement has not 


changed too greatly in several centuries, 


Farm population declined by more than 2v0,0C 


persons in Saskatchewan in the twenty-five year period 
pool to 19.6, This decline was greatest in the ten- 
year period 1941 to 1951 when a drop in farm population 
of 22.4% was experienced, While this decline has been 
part of a national and indeed an international trend, 
it is significant that the loss of arm population in 
Saskatchewan of 9.2% in the period from 1951 to 1956 
was well above the national average of 5. %. 

Table 1 illustrates the general change in 
the size and mechanization of Saskatchewan farms over 


the past twenty-five years. 
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Table I 


opulation, Number and Size of Farms, Number of Farm Machines 


Saskatchewan 1931 - 1956 


1931 1941 1951 1956 
| Population 564,012 514,677 399,473 362,231 
‘1 Number of Farms 136,472 i hee i ge Be 122015 103,391 
age Size of Farms 
(Improved ) 245 256 346 391 
(Unimproved ) 4OO 430 540 607 
| Machinery 
Motor Trucks 10,938 21,285 52,626 74,498 
Tractors 43,308 54,129 106,664 121 , 388 
grain Combines 6,019 17202 42,997 61,861 
Jasoline Engines 38,549 33,882 55,763 100,732 
2e: Census of Agriculture - Saskatchewan - 1956 


While the concept of agriculture has changed 
to one of greater production efficiency through more 
economic use of human and capital resources, the end result 
has not necessarily brought a greater return on capital 
investment to the producer. It could possibly be argued 
that one of the greatest single factors affecting farm 
income is controlled by the weather. Conditions of drought, 


plant diseases, insect pests, hail and rainfall, are all 


factors which have an important bearing on farm income. 
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We believe an indicator of return on capital 
investment to the producer must consider physical volume 
of production, In this regard, Table II compares the 
return on capital investment in 1951 and 1956 when the 
indexes for physical volume of production stood at 218.1 
and 236.0 respectively. 

Although the capital investment in 1956 was 
greater than in 1951, the percentage capital investment 
return on the basis of farm cash income in 1956 was less 
than the capital investment return on farm net income in 
1961. 

Allowing a return of 5% on capital invest- 
| ment in each of these two years, the net return on labour 

to the farmer and his family in 1951 was $3,617, but only 


$2,459 in 1956, a decline of 35.6%. 


Table II 


Average Farm Capital Investment and Return on Investment 


Saskatchewan 1951 - 1956 


Item 1951 1956 
ze Acres per Farm (including unimproved) 550 607 
se Value per Acre $28 $32 
se Land Investment per Farm $15,400 $19,424 
-mplement Investment per Farm 4685 4,977 
sock Investment per Farm 2,449 2,009 


Total Investment per Farm $22,534 $26,410 
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1956; 


DBS Memoranda - Farm Net Income; 


Imple 


Table II, contd. 


1951 
Farm Sash Income per Farm $5 ,633 $5,712 
Return per Dollar Invested $ .2h9 $ .216 
Farm Net Income per Farm $4,943 $3,779 
Return per Dollar Invested 1 eek pa | 


Canada Year Book; Saskatchewan Census of Agriculture 


Farm Land Values 1955; Farm 
ment and Equipment Sales - 1956; Report of Saskatchewan 


Department of Agriculture 1957. 


A particularly pertinent aspect of the 
preceding table lies in the margins between farm cash 
and farm net income for each of the years 1951 and 1956. 
It will be noted that the margin between cash and net 
income per average farm increased from $690 in 1951 to 
22.933 in- 1956. This condition vividly illustrates the 
combined effect of falling farm prices and rising farm 
costs that have plagued farmers in recent years, 

Chart 1 illustrates the widening disparity 
that has developed between farm costs and farm prices, 


contributing to what is commonly referred to as the 


"cost price squeeze’. 
---(See Exhibit No. 30 for Chart No. 1 


In studying the effects of the ‘cost price 


squeeze’ on Saskatchewan farmers, consideration must be 


given to the fact that the major source of income in 
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this province revolves around a grain economy in the 
production of which the farmer has never enjoyed any 
level of price support. In 1956, cash income from 
grains and field crops accounted for 76% of Saskatchewan 
farm cash income, Wheat sales alone constituted 72% 
of total value of grains and field crops produced by 
the Saskatchewan farmer and 54.9% of his total cash 
income from all sources. Approximately 80% of the 
total volume of hard spring wheat production is avail- 
able for exports, thereby indicating the vital importance 
of world trade in this commodity to the prairie farmer. 

The proportion of Saskatchewan farm cash 
income from various sources in terms of percentage of 
total farm cash income is illustrated by Table III. 


Table III 


Source of Saskatchewan Farm Cash Income Expressed 


1951 1952 1953 1954 1955 1956 


hins)& Field Crops 73.7 31.4 651.9 71.3 65.1 # 76.3 


ry Products 3.5 Be: 320 4,9 oye. 3.9 


estpek & Poultry 16.7 12.3 11.9 19.4 20.3 15.8 


er Farm Products* 4,1 3e8 3.2 3.9 9.3 4.0 


rece. 


DBS Memorandums - Farm Cash Income 


Includes Vegetables, Eggs, Wool, Honey, Forest Products, PFAA 
Payments, etc. 
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Chart 1 has already indicated that the averpge 
prices of all farm products have declined consistently 
Since 1951. This decline may be examined in greater 
detail for the major Saskatchewan farm products in Table 
V. 

In this table are listed the average 
Saskatchewan net farm prices for major agricultural products 
over the period of the past ten years, in terms of current 
dollars and relative purchasing power per unit of producj- 
tion on a cost price base of 1949 - 100. 

It will he noted from Table IV that the pen- 
eentage decline in current purchasing power from the 1949 
level has been quite substantial in the majority of far 
products. The relatively low decline in the purchasin 
power of milk is an outstanding exception and is evidenge 
of the effort to relat producer costs and prices on the 
part of the provincial Milk Control Board. 

This next page consitutes the entire table 
which gives you the actual dollars and cents return and 
having it brought down to the basis of purchasing power 
in 1949. 

I would draw your attention to the prices 
for meat and poultry in 1956 and 1957 which are not then- 
selves initial payments, final payments. These have 
not as yet been announced, You had yesterday from 
the Bere etet Wheat Pool, I believe, an estimate of 


the final return on wheat of 1.29. This, of course, 
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remains to be seen as to the exact amount of that pay- 
ment. The percentages decline are quite substantial. 
You will note, however, in the case of milk it is down 
by only 6.7 compared with the wider variations of the 


other commodities, 
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The preceding data Supports a conclusion that 
while farm costs have Spiralled upwards, a general down- 
ward trend has occurred in farm prices, This latter 
factor alone is sufficient to reduce the farm share of 
the consumer's dollar under a condition where retail 
prices remain relatively stable, 

Table V compares retail food and farm price 
indexes from 1950 - 1956, 

A relatively similar rise in the retail and 
farm index of food prices continued UnLI LORS. In the 
course of the succeeding years, the index for farm prices 
dropped by 18.4% compared to a decline of only 5.2% in 
the retail index, Because of a more rapid decline in 
the level of farm prices than retail prices, marketing 
margins increased and the farm share of the consumer 


dollar declined proportionately. 


TABLE V 


Indexes of Retail Food Prices, Marketing Margins 
and Farm Shares -- 14 Selected Commodities (1949- 
100) - Canada 1950-1956 


Retail Farm Marketing Farm Share 
Year Food Prices Prices Margins of Retail Cost 
1950 Luly LOL 0 Lae 98.9 
1951 ts he as 115.4 123.2 100,4 
1952 L1G. eS 118.6 127.22 94.6 
E53 nip EG amet RUS ne 126.1 92.6 
1954 be 97.2 126.2 90.9 
at 5 110.8 97.2 124.5 91.4 
1956 122.1 96.8 129.7 88.0 


Source: The economic Annalist - - June 1957 


OINVLINO “OLNOHOL 
‘G11 'OD @ ASNOHANOLS 'SNONV 


- 1394 - 


I should draw your attention to this table. 
It is on the basis of 14 selected commodities and is not 
the general retail price index of all commodities that are 
purchased but only of foods. Bight of these we are 
particularly interested in as being producers of in this 
province and they will show up in a Subsequent table. 

The relatively low decline in the retail feod 
price index may be explained in part through an examinatien 
of table VI. This table compiles the operating results 
of chain grocery stores in Canada. While representing 
a comparatively high level of efficiency in the distribution 
of consumer goods, the operating expenses per firm as a 
percentage of total sales increasee from 12.94% in 1949 to 

1|15.32% in 1955. Operating expenses per average store 
increased from $14,472 in 1949 to $38,443 in 1955. It 
can be concluded that while consumer prices have largely 
been maintained on a stable level in recent years, it has 
‘been possible for the retail trade to absorb increased 


} 


cests in the windfall created by falling farm prices, and 
| 


‘the consumer has been the ultimate benefactor, - 
| This table 6 illustretes the remarks we 
have made on the preceding page. I would point out to 
you that if you compare the indexes, the retail food 
ae over the selected dates during the years that are 
Shown in this chart you will notice 100 for 1949, 115 for 
1951, 113.1 for 1953 and 110.8 for 1955, indicating that 
the retail indexes for these particular dates have 


notually declined although the chart or table illustrates 


vhe actual eperating expenses of farms has climbed considerably. 
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TABLE VI 


Operating Results of Chain Grocery Stores 


Item 199 1951 1923 1955 
NY 95S 


Number of Firms . .. 8 8 6 6 
No. of Stores Operated 68 129 157 152 
te gs 
Average Sales per Firm $950,654.00 $2,136,087.00 $4 047,995.00 $6,074 ,644.00 
Average Gross Profit 

per Firm $151,724.00 $ 331,734.00 $ 605,580.00 $ 973,765.00 


Gross Profit as Percent- 


age of Sales 15.96 15.53 14.96 


Operating Expenses per 


16.03 


Firm $123,014.00 $ 301,615.00 $ 558,623.00 $ 930,635.00 
Operating Expenses as Per- 

céntage of Sales 12.94 18,12 13.80 15.32 
Operating Profit-Net $ 28,709.00 $ 30,118.00 $m 30,555.00. > 3,130,008 
Net Operating Profit as 

Percentage of Sales 3.02 PetL 5 wre 


Average Sales per Store $111,841.00 $ 132,179.00 $ 
Average Expense per 
Store 


230,711.00 


$ 472.00 $ 8 443.0 


18 , 704 .00 


Source ¢ D.B.S. Operating Results of Chain Food Stores. 
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A closer @¢xamination of the marketing margins 
of eight selected commodities is possible in Table VII. 
It is worthy of note that althovgr the domestic price 
of wheat has declined by 16.4 per cent since 1949, 
the marketing margin of flour has increased by 3224 
per cent and for white bread by 49.3 per cent. In 
the case of butter, on the other and, which has been 
Supported rigidly since 1949, and before that time I 
believe, the marketing margin nas actually declined 
by 5.5 per cent. This fact suggests an inconsistency 
in the general trend toward wider marketing margins. 
And you have your table there on the extreme 
right-hand side, the percentage changes in the marketing 
margin for the commodities, and these aré eight of 
the 14 commodities that are included in previous 


tables. 
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The farm share of the retail cost expressed 
in terms of a percentage of retail price is contained 
in Table. VIII. This is showing the same thing, just 
in another way. You see there the percentage decline 
has been fairly consistent, with the exception again 
of butter where the farmer's share had actually gone 


up 1 per cent since 1949. 
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It will te observed from Table VIII that the 
farm share of the retail cost of butter has actually 
increased and has declined proportionately less in 
the case of fluid milk than for most other products. 
This is true in spite of the fact that processing 
methods for both milk and butter are more involved than, 
for example, in the case of eggs. 

While marketing margins have widened in 
foods generally by as much as 29.7 per cent in the 
period 1949-1956, (see Table V), wé are aware that a 
certain share of this increase may be attributed not 
only to increased operating costs of retail outlets, 
but as a result of a demand by consumers for increased 
services. Pre-frozen foods have expanded greatly in 
the retail trade. However, certain Savings in spoilage 
and shipping costs are effected in this process which 
at least partially offset the full impact of increased 
costs on the retail price. 

While there is a large segment of our popu- 
lation with low earning power that undoubtedly expends 
an above-average proportion of its income on food, the 
per capita food consumption, particularly in dairy 
products and meats, has shown a marked increase from 
the nineteen thirties. The consumption of cereal 
products, including bread, has decreased considerably 
in the past 20 years. This trend is indicative of a 


higher living standard in the pregent day than existed 


in the depression years. 
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You have there showing the phenomenal increase 
in the consumption of dairy products, excluding butter 


from 1926 or 1930 to the final year of the table 
Similarly, the meat although the cereal 


a5. 
product consumption shows a marked decline. 
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A further appraisal of consumer spending for 
food items is obtained in Table Ae This table in- 
dicates that the expenditure in current dollars has 
increased more than five-fold in the period of the 
last twenty years. This increase was similar to 
that in disposable income during the same period. 

In the table are illustrated the total 
national expenditure for food in the left-hand column, 
the per capita consumption in terms of current 
dollars and in terms of 1949 dollars, and the percent- 


age of disposable income and on food. 
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The change that has taken place in per 
capita food expenditure in terms of 1949 dollars is 
important. The increase from $156.50 in 1935 to 
$237.20 in 1956 is indicative of the change that has 
taken place in both the quantity and quality of food 
being consumed. From this data it is obvious that 
the Canadian consumer is able to purchase greater 
quantities of higher quality food without spending 
a larger share of his disposable income. 

A further indicator of the rising level of 
purchasing power of the Canadian consumer and his 
ability to buy food is indicated by Table XI in 
which are shown the quantities of food purchasable 


with one hour's industrial wages. 
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The Economic Annalist, August, 1957. 
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From this data it may be inferred that the 
ability to purchase food on the part of the Canadian 
consumer has more than kept pace with the general 
food price increases that have taken place. 

A factor of considerable importance to the 
price received by the producer and that paid by the 
consumer is the cost of distribution. The present 
methods of distribution, particularly of such products 
as milk and bread, do not stand out as pillars of 
efficiency. In view of little or no retail price com- 
petition, duplications of these services are extravagant 
and wasteful and create demands for greater efficiency 
upon the primary producer. 

A further fector affecting farm income lies 
in the level of efficiency of primary market places. 
Seasonal price variations of similar grades of farm 
produce bear heavily on actual farm income, 

This is evidence in comparing low and high 
market prices for livestock sold by farmers on Sask- 
atchewan markets in 1957 as compiled in Table XII. 

For example, the price levels of good steers on the 
Saskatoon market fluctuated by as much as 25.9 per 
cent; and good cows 82.3 per cent; slaughter hogs 
66.7 per cent; good sheep 242.8 per cent; and good 
lambs 46.7 per cent. Needless to say, the farm cost 
of producing these top grade animals did not vary 

to the extent of the market price fluctuations. 


Such extreme variations in price mean a considerable 
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degree of income loss to individual farmers who market 
livestock during periods of low market prices. Widely 
fluctuating farm prices based on small temporary 
surpluses do not offer a reliable guide to farmers 

in effecting sound production or managerial decisions. 
Neither are such day-to-day fluctuations reflected 


in consumer prices, 
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Market fluctuations such as those illustrated 
in Table XII and Table XIII which follows, have a 
definite lowering effect on the farm share of the 
consumer dollar and a widening effect on the over- 
all marketing margin. 

Another factor in market spreads of cattle 
might be considered by this Commission. It concerns 
the spread in producer prices between steers and 
heifers. We question the full justification of these 
Spreads as they exist on the public markets, and 
refer you to Appendix I. We draw your attention 
particularly to the spreads of steers and heifers on 
the Canadian market in comparison with the spread in 
the United States. 

Certain marketing practices of the present 
day are reminiscent of the Stevens Royal Commission 
Report on Price Spreads (1934). We draw to your 
attention, particularly, the following quotations: 

"The farmer producing grain has some al- 

ternatives in its disposal -- he may sell it, 

feed it or hold’it; but when a steer or hog is 
'finished! it must be sold, as it rapidly deterior- 
ates. Thus the farmer producing livestock oe 

more completely at the mercy of the buyers than 
farmers producing other farm commodities and 

it is essential that extra precautions be taken 


to preserve his interests. 
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"Stockyards and Public Markets: 

For protection of the farming community, De- 
partments of Agriculture encouraged the establish- 
ment of the open market-place, known as the 
Public stockyards, and have adopted regulations 
for its management and control. This is the 
place to which it was expected all buyers would 
come and to which, naturally, all sellers should 
come. For many years the public stockyards 
functioned in this manner. Stock was accumulated 
by drovers, shippers or producers at country 
points, sent by rail to public stockyards, where 
numerous buyers in open competition bought their 
livestock, and thus the market price was fixed. 
In those days thcre were numerous packers, 
butchers, exporters, feeders and others com- 
peting for the stock which arrived, The law 
of supply and demand had a fair field of op- 
eration and the producer waa always ensured 
a market price definitely fixed by active com- 
petition. 

(a) Lack of Competition in Purchasing: 

In recent years this situation has completely 
changed. This change has been brought about 
mainly by three factors. First, the elimin- 
ation of the small packing company and the 
wholesale butcher, either by merger and ab- 


sorption or by cut-throat competition. Today 
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"the meat packing industry is concentrated in 
very few hands. Canada Packers Limited is 
the dominating unit, with a business greater 
than the next five packing companies combined. 
This development has reduced competition to 
the detriment of the producer. Canada Packer 
buyers are to be found on the chief stockyards 
in Canada, and all are instructed as to price, 
methods and practices from a single office 
in Toronto. Swift Canadian Company, with 
plants at six centres in Canada, has its 
buyers on the same stockyards, directed from 
head office at Toronto. Burns and Company 
Limited, with plants at Calgary, Vancouver and 
Edmonton, has its buyers on all Western 
yards, all directed from Calgary. Livestock 
purchasing is thus concentrated, with a result, 
as our evidence shows, of lack of price com- 
petition among packer buyers. 

Another method adopted by the packers 
which has reduced competition on the open market 
is the practice of selling to the wholesale 
butcher carcasses on the rail at cost price 
plus killing charges and thus removing the 
wholesale butcher from competition on the 
public stockyards. 

(b) Direct Shipments: 


The third factor which has affected 
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"competition is the fact that the packing 
companies have very vigorously developed a 
system of direct shipment of livestock 

| to the packing plant instead of to the stock- 
yards. 

The prices paid for livestock shipped 
direct is said by the packers to be the market 
price, That market price is the price set 
where there is a competitive market, namely, 
on the public stockyards. The ovidence sub- 
mitted to us showed quite conclusively that 
the packer with his large supplies shipped 
direct, frequently abstained from buying upon 
the public stockyards. He was not a keen buyer 
because such a substantial portion of his 
demands were already met by direct shipment. 
These direct shipments, therefore, have the 
effect of breaking down the price upon the 
public stockyards, and when this price has 
been so broexn down to a level satisfactory 
to the packer, then he secures his necessary 
supply. Not unnaturally, it follows that on 
a slow or draggy market, prices are easily | 
depressed." 

It is our view that the factors referred 

to by the Stevens Commission as not working in the 
best interests of producers are still prevalent 


in our marketing system today and that very little 
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has in fact been done to protect the interests of 

the producer in the market place since that time. 

The operation of feed lots by packing companies, 

for example, is often, in effect, an extension of the 
practice of making direct shipments to packing plants. 

An examination of Table XIII presents a 
striking example of marketing margins and producer- 
consumer price spreads as they exist in eggs. 

This table is also of interest from the point of 
view of price spreads between various grades of 
eges. 

The price spread between producer and 
retail outlets for Grade "A" large eggs on the Saskatoon 
market is, for the most part, maintained at 12 cents 
per dozen, irrespective of the volume of eggs 
marketed. In so doing, no encouragement is offered 
by the wholesaler for increased consumption by 
lowering the price to the retailer other than through 
the decline in the farm price. The spread between 
the wholesale and consumer price for Grade "A" large 
eggs varied from one cent to 9 cents per dozen. 

The overall marketing margin for Grade "A" eggs 
from producer to consumer varied from 13 cents to a 
cents per dozen. 

It will be noted that in the week of 
November 8, 1957, the producer price was 32 cents 
per dozen when provincial marketings averaged 1123 


and 1410 cases per week. It would appear that 
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producer prices had been lowered in anticipation of 
heavier marketings in the months ahead, 

The producer price margin between Grade "A" 
large and Grade "A" medium eggs varied from 2 cents 
to 10 cents per dozen while the price spread between 
Grade "A" medium and Grade "BR" eggs ranged from 
zero cents to 18 cents per dozen. The consumer price 
between Grade "A" medium and Grade "B" eggs varied 
from 1 cent per dozen in the week of November 29 
to 18 cents per dozen in the weeks of August 20 and 
September 10, 1957. The highest consumer price for 
Grade "B" eggs occurred in the week of July 23, when 
highest marketings were recorded. (See also sup- 


plementary Table 1). 
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From this data it may be inferred that the 
wholesale marketing margin for eggs was not affected 
by volumes of handlings. Wide fluctuations occur 
between producer and consumer prices, in the spreads 
between various grades of eggs and in the prices 
paid to producers at various periods of the marketing 
season. 

The impact of wide price fluctuations on 
the market has a tremendous effect upon the ultimate 
eash income return to the farmer. 

Vertical Integration: While possibly not 
directly included in the Terms of Reference of this 
Commission, our organization is deeply concerned by 
the growing trend towards vertical integration in 
certain fields of agriculture. 

We advance the definition applied in an 
article, "Vertical Integration" by Grant Cannon (The 
Farm Quarterly -- Winter 1958), as a "“re-grouping 
of resources through ownership or credit control 
in order to carry out different levels of activity 
in an enterprise." 

This Commission will be aware of the trend 
that has taxen place towards vertically integrating 
the broiler industry in the United States, and, 
more recently, in Canada. It is developing in other 
commodity areas as well, as a result of the intro- 
duction of contract farming, notably for rapeseed, 


in this province, and in the livestock industry, 
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with packing companies now engaging actively in feed 
lot operations. 

Our concern hinges on the effect of vertical 
integration on our agricultural society and the 
possible monopolistic control of food prices. Mr. 
Cannon's article points up the fact that 90 per cent 
of broilers in the United States are now produced 
through vertical integration. He refers, also, to 
the blacklisting of producers considered unreliable 
or inefficient by the Growers Exchange, an organization 
of integration operators. The end result of such a 
practice can mean the denial to an individual producer 
of the use of the market place and the right to earn 
eeliving.. The control of credit and:capital in the 
hands of a few middlemen in whose power rests the 
welfare of thousands of farmers appears to be a 20th 
century version of feudalism or even a capitalistic 
equivalent of communism. 

Vertical integration can have serious 
effects on individual producers by virtue of the 
fact that it is capable of offsetting losses in 
one phase of its operation by gains made in other 
gectors. The net result can force prices for the 
primary product to such low levels that the individual 
farmer is incapable of competing in the production 
of the basic product. This can force him out of 
farming as an individual operator and into an 


integrated operation, where he, too, becomes a 
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second-class citizen in a master plan of production 
in which he has no voice or vote. 

We believe that Government, and possibly 
this Commission, have a duty to perform in determining 
the social effects of integration and whether its 
ultimate benefits will accrue to farmers and consumers, 
or the relatively few who control production and capital 
resources. 

We believe this Commission should recommend 
to Government that study and research be undertaken in 
order to determine the possible social effects on 
| the individual farmer, should vertical integration 
continue to take over large segments of agriculture 
and replace independent farm operators. 

In the event this trend toward monopoly 
control of people and resources is to continue, we 
believe the rights and privileges of individual 
farmers will be lost unless they are able, through 
group action or co-operatives, to maintain control 
of this new industrial concept of agriculture. 

Conclusions: 1. Several major changes 
have occurred in recent years in the agricultural 
economy of Saskatchewan. A large decline in the 
numbers of farm operators has taken place as a result of 
@ high degree of mechanization which has made possible 
a more economic allocation of both human and capital 


resources. 


ex Increased farm costs of 25.2 per cent 


%e 


agi enuiila tr wd ngamnds So. wooetve: f 
.Stamuencd Bab adaaiet: (ateus608" signee saaET 
hasiqus net nd ttotiiong’ Lofiaises ow: 689 etboniveton- 


ht . bly at “VE rit 


i 
i$ Git 


Sivamona Glusda woted den sitesi Geadleciial 


’ 
> Pray 


’ 


a3) rior ead pdovreoass Ge’ yous rans, ecaniiaint il 
10 ato Vide le téue stdtdeog: ont Shiterrsteb or 
Acid Sigss et Léetgusy bikedd pxsuciet founivebos 
esudiuelige6 2 SInengoe saves ener’ SuSs oF sumtin 
stove aio mai Inghsysbad vata 

¢iadosan biawot.bnedd Bind enSys. add. ai 
bw (eunlénop od a! BSOTNOHES4 bis giaong Io, Lortnog 
aubiyiGnt Id adeebividg bie wii in odd ovat teal 
(nuordd Jolie sus got wabind) fol ag it iw 87 OED 
foddnor a: atatem od (edv by iidqosod So 4digan quer 
prbbtisieen 19 Vdsonds fae atdte wen eri? 26 
sbaneio sol am fasaede i fenoteufoned 
ferodfuvinges one ni. eddy ‘trleogdy “wes ‘dbewnne00 oven 
a2 22 anifesk ejial A + néWenédatese cto yemoneee 
‘Pivegt' 2 a6. o8ele detnd’ vad tie Fe teqo x6 To-ensdewa 
ibs faaoa ‘elem bad dndtctw noites tisdeom’ } o-eotgsbanytd-@ 
“Tad baer ‘he namur mtod % ‘no Lt snedie-ehhatmbesseentae 
*2S9 3 UE Ree: 


1190 veq S.28 to’ Miedo mist bpadetonl eS 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO = if ho e) 


since 1949 and a decline in farm prices of 12 per 

cent during the same period has seriously affected 

the farm economy and appears to have outstripped any 
advantages the farmer should have obtained as a result 
of having adopted more efficient means of production. 

Sy Retail food prices have remained fairly 
stable in spite of increased costs of distribution and 
greater consumer demands for services. This reflects 
the lack of effective bargaining power of the primary 
producer in the market place. 

4, Marketing margins have increased in 
proportion to the decline in farm prices, thereby 
lowering the farm share of the consumer dollar. 

ok Farmers are subjected to a considerable 
number of marketing abuses. Margins in prices between 
Similar grades of farm products fluctuate greatly 
during marketing periods, as do price spreads be- 
tween various grades of products. This further 
reflects the lack of bargaining power in the market 
place on the part of the primary producer. A sharp 
contrast is presented between the widely fluctuating 
market price of livestock and the stable producer 
prices for milk and butter for which support prices 
have removed drastic seasonal price variations. 

6s Per capita food expenditures and 
consumption indicate a rising level of living on 
the part of the Canadian consumer. There are, however, 


examples of inefficient marketing at the retail level 
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which add to consumer costs, and in turn force lower 
farm prices on producers and create demands for 
greater efficiency. 

as Certain practices in marketing considere 
by the Stevens Royal Commission Report on Price Spreads 
of 1934 as being contrary to the best interests of 
producers, are still in use at the present time. 

Oe Vertical integration poses as a serious 
threat to the ultimate security of the family farm 
and the rights and freedoms of the individusat. Lo 
is being hastened by a demand for greater efficiency 
in production through applying an industrial concept 
to agriculture against which individual producers 
cannot survive in competition. 

Recommendations: (1) The Farmer's 
relatively poor position in obtaining an adequate 
price for the products which hc produces undoubtedly 
comes about as a result of his lack of bargaining 
power in the market place. As marketing costs have 
increased, the forcing downward of the farm price 
has offered the line of least resistance. As a result 
it has been possible for other segments of the food 
industry to maintain the price level to the consumer 
on a relatively stable basis while recovering in- 
creased costs by way of lower farm prices. The over- 
all effect of lower farm prices in combination with 
rising farm costs has added greatly to the instability 


of farm income. We recommend that every assistance 
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be given by the Federal and Provincial Governments 
to farmers in the establishment of producer or nationa 
marketing boards in order that the bargaining power 
of the primary producer may be increased in the 
market place. 

(2) Agriculture has not contributed towards 
the inflationary trends that exist in our country. 
The prices of farm products have declined steadily 
over the past several years while the cost of com- 
modities and services required in farm production have 
continued to increase. It is our view that consider- 
ation of farm prices based on production and supply 
factors alone are not sufficient, and a definite 
relationship between the level of farm prices and 
farm costs must also apply. We bear in mind the 
desirability to the producer of maintaining a high 
level of food consumption in our country. We realize 
fully that should farm prices be increased to the 
level which the situation demands, a hardship might 
very well be created among the lower income level 
groups of our nation. However, we are equally em- 
phatic in our view that if it is the objective of 
Government to provide abundant supplies of cheap food 
to Canadian consumers, such food must be subsidized 
by the nation as a whole rather than by the farmer 
as an individual. In this respect we would recommend 
the maintenance of a support price program for farm 


products established at parity with the "free flowing" 
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market price establishing the price level to the 
consumer. In order to maintain maximum consumption, 
the difference between the Support level and the 
"free flowing" price might be made up to the producer 
in the form of a deficiency payment. 

(3) In the case of wheat consumed on the 
domestic market, we submit that the payment of a 
parity price to the farmer would not involve any 
great burden to the ultimate consumer in view of the 
fact that the average value of wheat used in bread 
amounts to approximately 3 cents per loaf, Therefore, 
an increase of even 50 cents per bushel in the domestic 
price of wheat would have the effect of increasing 
the price of a loaf of bread by only one cent. This 
might be absorbed by the trade if inefficient means 
of distribution are discontinued. 

(4) We recommend that this Royal Commission 
investigate the efficiency of our present-day marketing 
system for farm products. We make particular reference 
to retail distribution costs of such commodities as 
break and milk and the wide fluctuation in producer 
prices during the course of the marketing season, 

A serious loss of income often results to the 
producer from the accumulation of a temporary surplus 
which may represent a very small portion of the 
nation's total production. Without small surpluses, 
all sections of our population might not be assurred 


of adequate supplies of food at all times. 
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(5) We recommend that this Commission 
attempt to determine to what extent the abuses in 
che marketing system for livestock reported in the 
Royal Commission on Price Spreads of 1934 have been 
removed from present-day trade practices with a view 
to suggesting effective measures to assure producers 
of greater marketing stability. 

(6) We recommend that a Board of Livestoc. 
Commissioners be established which could provide the 
primary producer with proper marketing information 
and production trends as well as regulate grading 
and price spreads of livestock marketed in order to 
improve the efficiency of livestock marketing 
operation. 

(7) The main emphasis to date in agricultural 
research has been in the field of production. We 
recommend that agricultural research be extended to 
include the various aspects of marketing of farm 
products, both through producer marketing agencies 
and private concerns. 


Appendix I 


subject: The Margin Between Steer and Heifer Prices. 


Ottawa, January 31, 1957. 


Steers consistently bring higher prices per 
pound on the market than heifers of a similar weight, quajlit 


and finish, but the spread in price at different seasons 
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of the year and on different markets varies widely. 

Eight years sales records on the principal 
livestock markets, kept by the Department of Agriculture 
Ottawa, reveal little uniformity in this price dif- 
ferential though with some exceptions steers have 
consistently sold at higher prices. There is little 
apparent difference between the relative prices for 
aifferent grades, the top grades showing as much 
difference in price between the two as the poorer 
grades. 

Over the eight years the differential in 
all grades ranged from a few cases where heifers of 
the same grade outsold steers to instances where 
steer prices averaged five cents a pound more than 
the same grade of heifers. The sales records do 
show that in the Toronto market there is a notice- 
ably smaller spread than in Montreal. Markets at 
Calgary and Winnipeg come between the two, with 
Calgary closest to the Toronto level. 

Another consistent pattern revealed by the 
sales records is the seasonal character of heifer 
marketings. The percentage of heifers in the total 
number of steers and heifers sold each month for the 
past three years has reached a peak in November, 
December and January, when heifers made up 30 to 
38 per cent of the total. In May, June and July, 
they declined to only 20 to 25 per cent. The spread 


in prices widens or narrows about in relation to the 
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volume being marketed -- the months when heifers are 
in largest supply are also the months of the greatest 
spread in prices. 

Sales records on two United States markets, 
Kansas and Chicago, show the same seasonal trend, and 
the same consistently lower prices for heifers 
compared with steers but the differential is not as 
great. 

Reasons given by the trade for the lower 
prices usually paid for heifers than for steers include: 
Lower dressing percentages, or proportion of carcass 
weight to live weight, for heifers than for steers, 
more wastage in cutting up carcasses into the various 
retail custs, and a smaller percentage of the total 
carcass going into the high priced cuts. 

Steers are generally credited with showing 
a higher dressing percentage than heifers, but records 
collected by the Department of Agriculture indicate 
there are numerous exceptions. 

In a group of 6,000 fed calves marketed in 
Western Canada during the years 1950-1956, which 
included 900 heifers, both live weights and dressed 
weights were carefully checked. The animals were 
divided into groups covering four different grades 
and three different weight ranges in each grade. 

In the "A" grade, the lightest group, 300-400 
pounds warm dressed weight, the steers outyielded 


the heifers in dressing percentage by one-tenth of 
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one per cent. In the 400-500 pound group the steers 
again outyielded the heifers, in this case by two- 
tenths of one per cent, Fut in the 500-600 pound 
group the heifers beat the steers by two-tenths of 
one per cent, and in this lot 86 heifers yielded 
57.9 per cent, the highest’ in the whole project, 
Steers included. 

In the "B" grade, the heifers topped the 
300-400 pound group by one-tenth of one per cent but 
the steers in the heavier group, 500-600 pounds, 
exceeded the heifers in that group by three-tenths 
of one per cent. 

In the overall average for the "C" grade, 
for all three weight groups, steers dressed an average 
of 56.3 per cent and heifers 55.5. 

Records were obtained on the dressing per- 
centage of 4,300 cattle from various parts of Canada 
marketed through regular commercial channels and 
killed at inspected plants, during the Summer and 
Pall of 1951 and the Winter and Spring of 1952. 

They included steers and heifers of the same grades 
and weight groups as the fed calves from Western 
Canada listed above. Again there was no consistent 
pattern. The steers had a higher dressing percentage 
than the heifers in the majority of the groups but a 
group of "A" grade heifers and a group of "C" grade 


heifers both exceeded the steers in the same grade 


and weight group. 
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In a special test at Calgary in 1953, four 
Hereford steers, average weight 472 pounds, grading 
two reds and two blues yielded 57 per cent, while 
four Hereford Heifers, average carcass weight 408 
pounds, grading all A's, yielded 58.7 per cent. 

An earlier check was made by a National 
Advisory Eeef Committee in 1940-41, of 2,076 steers 
and 675 heifers marketed through five packing plants 
in Vancouver. They were graded alive into choice, 
good, medium.and plain cattle. According to the ~ 
Committee's report the dressing percentage of steers 
in each of the five grades was approximately 2 per 
cent above that of the corresponding grade of 
heifers. 

All these records suggest there is a wider 
variation in dressing percentage between individual 
animals, even within the same grade and weight 
range than there is between steers and heifers as 
such. For instance in four different groups all 
weighing between 500 and 600 pounds: 

34 B grade steers ranged from a low of 48.9 to a 
high of 58.8 per cent 

13 EF grade heifers ranged from 49.2 to 60.1 

66 C grade steers ranged from 48.8 to 62.0 


37 A grade heifers ranged from 50.0 to 61.8 


Perhaps the soundest conclusion to be drawn 


from these records is that the carcass weight of a 


tal wis a 73 
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beef animal is a much more reliable guide to the 
amount of meat the animal provides than the live 
weight. 

But the carcass weight and grade alone will 
not determine the final value of the animal when sold 
over the retail counter. That value will depend 
to some extent on the amount of fat that has to be 
discarded in cutting up the carcass and the relative 
weight of the high and low priced cuts into which 
the carcass can be divided. 

Meat specialists in the Federal Department 
at Ottawa, are working on this problem but to 
date few figures are available. 

"Cut-out" Values of Steers and Heifers: 

Heifer Beef generally brings less per pound 
at wholesale than steer beef of the same grade. If 
a wholesaler cuts his carcasses and sells wholesale 
cuts, he can mix ribs, chucks, and loins of steers 
and heifers together at the same price, but the 
hips, which can be identified as to sez, will sell 
for less when cut from heifers. 

A spot check at Montreal recently showed 
that heifer carcasses were being sold at from one 
cent per pound to as much as 3 and 4 cents less, 
through the Choice, Good and top Commercial qualities. 
The picture at Toronto was similar to that at 
Montreal. Choice heifer carcasses were mostly 2 


cents below choice steers. This spread sometimes 
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reached 6 to 7 cents in the second and third grades. 

In the fed calf class where animals are 
younger and lighter in weight, the price margin may 
be only 1 or 2 cents between steer and heifer carcasses 
In all cases the discount on heifers tends to increase 
as weight and fatness increases, Heifer carcasses 
are criticized for being patchy and wasty. Lumps 
of external fat around the rump are characteristic 
and necessitate costly trimming. 

Meat buyers for the large food chain stores 
tend to set the pattern of beef prices today. They 
not only specify the grade they want but also the 
Bex. The majority do not buy heifer beef, those 
who do select them carefully. The result is that 
heifer carcasses have to find a market at varying 
discounts as already indicated. 

Not much information is available on the 
actual "cut-out" values of heifers and steers. 

Most cutting tests have been made on steers of 
various grades and weights. 

In one test, carried through to wholesale 
cuts only, 27 B grade steers, average weight 555 
pounds, dressed, showed 48.3 per cent hind quarter 
with 27.7 per cent in sirloin, short loin, and rib. 
One B grade heifer, weight 544 pounds, had 50 per 


cent hind quarter, with 29.6 per cent of the three high 


priced cuts. 
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Another group of 9 @ grade steers, 506 
pounds average weight, had 48.6 per cent hind quarter, 
and 27.7 per cent of sirloin, short loin, and rib. 
One C grade heifer, 502 pounds, had 50 per cent hind 
quarter and 27.5 per cent in high-priced cuts. 

One project was carried through to retail 
to see how much of each cut actually reached the retail 
counter from various carcasses. The six cuts, sirloin 
tip, sirloin butt, short loin, rump, round, and rib, 
were taken as representing the best of the carcass. 
Three grade "A" steers showed 33.7 per cent of the 
carcass in the six cuts; six steers, 5 A and 1B, 
had 34 per cent in these best cuts, while 2 Grade "A" 
heifers had 33.1 per cent. The heifers came between 
the two steer groups for yield of four cuts but were 
lowest on rib and round, though all the differences 
were small. 

It is obvious that more "cut-out" information 
is needed before the comparative values for steer 
and heifer carcasses of the same weight and grade 


ean be fully determined. 


The Marketing Service of the Department of 
Agriculture at Ottawa, will appreciate the co-operation 
of producers, packers and retailers, in securing 


this factual information. 


Amount by which the yearly average price 


per 100-pound of choice, good, medium, and common 
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steers, up to 1,000 pounds exceeded the yearly average 
price of the corresponding grades of heifers for the 
years 1950 to 1957 at four lcading Canadian stock- 


yards. 
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THE CHAIRMAN: Thank you, Mr. Thiesson, 
We will have a few questions to ask you and Mr. 
Gleave but before we do I would like to re-read the 
terms of reference into the record and make one or 
two comments on the limitations of our Terms of 
Reference, 

I would like to assure you in advance 
that this is no criticism of the content of the 
briefs and of your brief in particular, «buted tb 
seems perhaps an advantage to us to relook at what 
our specific Terms of Reference are. 

The Order in, Council P:.cC...1957-1632 
provides that the Commissioners are to: 

(a) inquire into the extent and the causes of 
the spread between the prices received 
by producers of food products of agri- 
cultural and fisheries origin and the 
prices paid by consumers therefor; 

(b) determine whether or not such price 
spreads in general or in particular cases 
are fair and reasonable, or are exces- 
sive, in relation to the services ren- 
dered ; 

(c) make such recommendations as they deem 
appropriate if any such price spreads are 
found to be excessive; and 

(a) examine the adequacy of price informa- 


tion currently available. 
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The instructions to the Commissioners in 
the Terms of Reference do not include supplementary 
payments to producers and consumers in the form, for 
example, of deficiency payments to producers or 
consumers' subsidies; nor do the terms of reference 
instruct us to consider all of the factors which affect 
the net incomes of farmers: for example, the relation 
between farm prices and farm costs. 

There have been frequent references in 
briefs to these matters and the Commission has re- 
ceived this material as we believe the position of 
the farmer is part of the context in which we have to 
examine the price spreads. 

It is our view that the operation of volun- 
tary co-operative organization does fall within our 
terms of reference, In the case of co-operatives 
which distribute patronage dividends to members or 
to others, the final price to the producer 1s increased 
and to this extent the spread is narrowed. 

We are also prepared to receive evidence 
On compulsory marketing boards on the grounds that 
it may be argued that these boards can increase the 
price to the producer without increasing the price 
to the consumer. 

We wish to put on record at this time our 
views with regard to the relevance of these matters 


to our specific terms of reference. 
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&@ recommendation with regard to possible deficiency 
payments. 

MR. THIESSEN; eee 

THE CHAIRMAN: We feel this matter is in 
fact outside our Terms of Refercnece, 

MR, THIESSEN; We of course became aware 
of this yesterday when another submission was made 
with reference to deficiency payments or the apparent 
eoncept of it. However we are, I think, of the 
Opinion that costs in retailing and distribution are 
going to continue to increase rather than decrease 
through higher taxes, advertising costs, salaries, 
| wages, labour and so on, We do not think there is 
going to be much hope in sight of narrowing marketing 
margins of food products. We thinkothatvis igiis 
contrary to public policy to have higher retail 
priccs then deficiency payments stand as a practical 
Solution to the narrowing of the price spread, Of 
course the alternative to that would be lower farm 
prices. 

THE CHAIRMAN: I think we appreciate your 
position quite well. I hope you appreciate ours and 
we must remain perhaps a little more hopeful than you 
do with respect to the spreads. 

MR. GLEAVE: I think certainly in the 
matter of the marketing boards as you say you are pre- 
pared to accept recommendations in this respect, I 


think we mention that in our brief and I think we would 
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possibly like to refer you to an address by Mr. Dy, R. 
Campbell, head of the Department of Agricultural 
Economics, the Agricultural College, Guelph, who 
made a very good presentation with respect tocmar- 
keting boards to the Canadian Federation of A gicul- 
ture this year, He outlined some of the possible 
approaches they could make to the farm problem and 
some of the effectiveness they could have, 
I would auote you briefly here: 
"Both producers and state marketing boards 
"are looked upon as a method of approving 


"the bargaining power of producers who as 


“individuals, are almost without such powers, 
"To use J, K. Galbraith's terminology, they 
"become part of a system of ‘countervailing 
"power! to offset the concentration of re- 
"sources and bargaining powers in large in- 
"dustrial and commercial corporations, the 
"labour unions, and in supermarkct chains. 
"The trend in industry to larger corporations 
"has not been a deliberate plot to"exploit 
"less well organized groups, but the result 
"of following purely economic forces, which 
"associates greater incomes with greater 

"of labour unions, of consumer retailing 
"corporations, which Galbraith says operate 


"size of firms, The countervailing powers 
"to keep consumer prices down, and finally 
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"of agricultural Sroups, is a natural develop- 
"ment. 

"Most marketing boards are born in periods 
"of unsatisfactory prices, Voluntary co- 
"operatives are not as a rule created nor 
"designed to operate two-price systems, to 
"allocate supplies, or to raise prices by 
"industry-wide bargaining and/or storage at 
"a loss. Attempts in such directions are 
"likely to result in failures. At such 
"times, producers' groups turn to government 
"to make it necessary for all to conform to 
"the decisions of the majority." 

Under Provincial legislation we have about 
25 producers! marketing boards presently operating 
within Canada. The majority of them, of course, 
are within the Province of Ontario. Several in 
the Province of British Columbia and one honey mar- 
keting board presently operating within this pro- 
vince. We call this to your attention. 

If you wish, Mr. Chairman, we would give 
you this complete brief of the address presented by 
Dr. Campbell for your records and for your perusal, 
Since we think he is one oi the few people who have 
made a study of this particular method and how it is 
actually working in the provinces where it is being 


used, 


Seo THE CHAIRMAN: Thank you very much for 
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the refcrence, I have no doubt we can obtain this 
from Mr. Campbell who is well known to us. We can 
go directly to him. 

I think Dr. Drummond has a few questions 
he would like to direct to you now, 

COMMISSIONER DRUMMOND: Mr. Thiessen, 
on page / the last sentence in the second paragraph: 

"Because of a more rapid decline in the 

"level of farm prices than retail prices, 

"marketing margins increased and the 

"farm share of the consumer's dollar 

"declined proportionately." 
As that reads one would almost conclude that you think 
the entirc reason for the increase in the width of 
the marketing margin was the fact that for some 
reason or reasons the retail prices remained up. 

MR. THIESSEN: If you examine the table 
there you will notice from 1952, starting at 1952, 
the retail foods price index in all farm prices was 
fairly close, fairly comparable. The farm price 
index subsequently dropped to 96.8 per cent while 
the retail food price took a much less drastic de- 
cline. The difference in that, of course, is 
attributed largely to the marketing margins, the 
margin between the two has a tendency to widen. 

COMMISSIONER DRUMMOND: You stated else- 


where, and I think emphasized in several places, 


ae a 
baas tint ii an 3 
papel aad 
a ae te re 
Thats bs as Hi zn 
ae ates byte 
inet AG war &. | 
“3 mibin oc? ass gh Skim = aah. — 


iheweet “tN ana neea Re: ‘AOyOr REDD z 
male “beret pain ene ehes eneD ae 


Lage iran bangs ee wee eon ane 08h odd TY sag oy 
SF Att ELE CS get HT ac? 


sia hl en tio bkgert pee Be gedageg er cto, SAM 
eo Li aan t te oak Me LE ofan Sete cri ee er 


ota: Lhasey x69 ao kong: ariet 20> kseee" 


: Pe ; ~ IS Siok eainet Goel ea toet) IPRIOT eae 
and (m3 yeasounat Ange a gal on yea’ ; 
{ayers Sit lead ene a ay at aA e f robes epee han oe 


TatloB 4! comyaipn asi? 16 lance oriet * 
yeti ino! LBs pes Ieee ea a ds 


; gs 22 Anos dI1OgGosy bent bouts" 


= 2 ta. Ta, ea Mie OOS 
WIKI boy erie, shyLon: on Joomla bluow ecto efiver gage nd 
A uactoseetes aelige aie CPS ae a cat 
ow A20Ew aah at sasetest edd 107 Ades ating ott 
at tat pay seein * Lage ate. 4h oe : 
RNC 202 J8si9 Jon? sé enw anys ant sexs ode 
ith: - [EV Oe hs ROW are hk $e gS ee 
ye DSA LSOSN 8h: his, Erma ars sivaieer: Oo Eeyet | 
ae Te RE CA SUN eS ISD Peg CAPE ay er 
die " SH ATEES NOY Al MoREMTH oA i 
Fi oe ae ee Be a wl pees ree Lat Die eee RAP nee 
OL de sinttorts,, BRL mould. eaz son iliw sox erent 
Pri en a a Ue j 
row “pode mag, Liaond weeks, Vicsab ted ahoo’t (hater “ 
4 oo in 
4555q S32 eat 2) Pisa ithe <ueeoes viakee 
2. meni 2 ‘ j ower ts i*3% 
sEbiy Jane, $aq aso, és padie casi dnosip: die rob 
ae ; . or ‘ Say te ; 
70>-s22G8 7) caai tows’ 6 Np! pen boo heer add 55 
rd rer ; > vee =° Maw 
ao phe - 2) lid nt uawiet TEs anit oni 
ee Or A Ae OG; Tae ae 
oy ~suliaad tolse nen Said of yiraset Basie Nel 
TE Bi gonshtad 3 gat ows a3 deawtsd ake 
“" 237%, Ohne wd Oz geet exe 
Efa Segeta «oy 7M ners ROL Fe EMG 
. ' 7 ca > fe ahd rt : 
,es040q- lassvaa nt sctaadgus sin bits ‘ tne 297 
iat : 7 al gd a Naa asa 


ar pa 2) boc ile Oo es eg a is woh cad) Hae 


a 
I i 


All 1 ii i 


m 
3 


ANGUS, STONEHOUSE & CO. LTD. 1441 = 
TORONTO, ONTARIO 


your view that the retail prices have remained up and 
that farm prices have gone down primarily because of 
the difference in bargaining power of the parties 
concerned, Before we get into any discussion of 
this bargaining power problem would you be inclined 

to say there are other factors in addition to bargain- 
ing power which has been responsible for the widening 


of the spread or the high level of retail prices? 


—s 


arly a eee ae 


i wre’ * re ara a ve 


i * 
a 


. ary. 


‘has. w bentecr oy peoks 


ght ; 

‘'- weugecs "es ya vO 2 ane: 
uekiteg Rei Be. Tg wewee alleen we | | 
te: pabiacoats UE. gn 393: ou drole "Sy pabtabhee 

pontiont a uy: ia perdong, PROT sanntasiag gm | 
nabs PB sntarnes ot SBIOg sat soso bas whoatd wae + 
eae shes sity Tc ‘ i) (26g geet ined cut Wh Lite Newolt gk y 


t 


we Sted Izeden ‘to Ievet ARIA Sinz a0 periens ott * 


i} 


We 
li it 


il 
Wy 
Tul 


fi 


eo 
é - 14ho - 
ANGUS, STONEHOUSE @& co. LTD. 

TORONTO, ONTARIO 


MR. THIESSEN: Well, in the presentation 
that we are making here, we are of course taking 
primarily the position of the primary producer and 
with respect to the primary producer, the prices re- 
ceived by the primary producer have certainly shown 
ample evidence of having declined, and there are 
other factors that have probably kept up the retail 
price such as increased costs of distribution, which 
I believe were pointed out in this presentation. 

We acknowledge this, but there are other 
factors, but the fact seems to be seen that when 
these other costs have contributed to distribution 
costs it has not always been reflected in higher 
retail prices, that is for these particular com- 
modities under review, and the retail food price in- 
crease, for example, in Table VI I pointed out to 
youras we were proceeding, in 1951 the retail food 
increase was 115.6; at that time the operating ex- 
penses per store, which is the very bottom line, the 
operating expenses per chain store were $18,704. 
#1953 the increase for retail: food prices ewas- 113.1, 
which is a drop of approximately a point or two and 
a half points, although their expenses had risen per 
store to $22,202. 

In 1955 the retail food price index was 
110.8, which was another slight drop, although the 
operating expenses of the chain stores had gone up 


to $38,000, and this leds ususo conclude that 
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operating chain stores were able, to a large extent 
at least, possibly to absorb these increased costs 
against the falling farm prices because they were 
able to buy cheaper from the primary producer and as 
such were able to maintain relatively stable 

levels of retail price to the consumer. 

COMMISSIONER DRUMMOND: What it really 
boils down to, is when it came to it they were better 
able to maintain prices than the farmers? 

MR. THIESSEN: Yes, and I believe it is 
reflected earlier in the table in which we show the 
capital return on the investment because here again 
you have the capital investment increase of $4,000 
between 1951 and 1956, while the net return to the 
Parmer and his family for labour, and so.on, was re- 
duced from $3,817 to $2,459. In other words, they 
lost $1,400 by increasing their capital investment 
$4,000. In that respect it is the reflection 
of his weaker bargaining power. 

COMMISSIONER DRUMMOND: On page 8, the 
centre of the page, you make a comparison or distinc- 
tion between the situation in respect to the margin 
of flour and the margin of butter, and your last 
sentence states: 

"This fact suggests an inconsistency in 


"the general trend toward wider marketing 


! 


"margins. | 


I was wondering about that word "inconsistency" there. 
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MR. THIESSEN: The general trend as table 
VII indicates shows that the annual marketing margin 
of these eight selected commodities, all of them show 
a marked increase, Butter is the one exception 
where the marketing margin has actually narrowed, and 
we think it is significant also from the point of 
view that butter is the commodity that must be stored 
and a more involved process, For example, in 
bringing it from the producer level to consumer level, 
than eggs. 

For example, eggs is a commodity which is 
the nearest to nature that purchasers buy,and should 
require less handling and so on, processing, in 
bringing this about, and we think that this marks a 
definite inconsistency in this general trend to- 
wards wider marketing margins. 

COMMISSIONER DRUMMOND: Have you any 
thought at all as to how you can explain that problem 
in the butter? 

MR. THIESSEN: We are able to, that is 
partly explainable by the fact that butter has been 
under support price by government, and the government 
has guaranteed the producer through purchases by the 
trade, that he will receive what has been until re- 
cently 58 cents per pound. It is now up to 64 cents, 
and this price is consistent throughout the year and 
when the trade comes into difficulty in the supply, 


as a result of the price support, then the government 
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has been prepared to purchase chee Stocks and dis- 
pose of them in other ways, and this I believe hag 
been the prime factor in greater stability in the 
price of butter than it has been in other commodities. 

THE CHAIRMAN: But is your argument that 
the low spread in the price of butter is attributable 
to the price support? 

MR. THIESSEN: Epehinkostt Hi ay 

THE CHAIRMAN: Have you any data on the 
retail market on butter? 

MR. THIESSEN: Well, I know from exper- 
dence that it has been running about 68 cents. There 
is a table here, I believe, with the marketing margin, 
for example, Table VII shows that the margin between 
the producer and consumer has remained about from 
15:3 in 1949 to 14.5 in 1956. I am not sure -- 
no, I haven't got it for the farm price, but the farm 
price has remained fairly stable in that while. 

THE CHAIRMAN: It does seem in some ways 
that butter is a rather unusual case, as your Table 
VIII on page 9 points out the share to the farmer of 
the retail price is higher than in any of the other 
products you show in spite of the fact that creamery 
butter is a processed product. It is also true 
as you have indicated on Table VII that the margin 
has actually declined. I understand that there are 
unusually low mark-ups in butter in the retail outlets. 


They don't seem to have had much to do with support 
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price, but might have. 

MR. THIESSEN: 1 would suggest that if 
Support prices were not there, the price to the pro- 
ducer would probably vary according to greater 
amounts marketed during various seasons of the year, 
much as the case with €ggs when you have high mar- 
keting seasons and we have similarly for butter 
fat, and if that were the case I don't believe that 
producers would enjoy the stable level of prices 
for butter that they now have, 

THE CHAIRMAN: No, but there is some- 
where else that this Same point comes up. You are 
arguing from a variability of the producer's price, 
Seasonal let us say, it is variable to the margin 
having in mind I take it the annual margin, the 
margin between the average price at retail and the 
price to the consumer. Now there may be a re- 
lationship between these two, but I would like to 
hear the argument that there is. 

Putting it another way, producers' prices 
are variable during the year. This may follow 
a fairly regular pattern from year to year, not 
completely regular but there will be some seasonal 
variation. Now when we turn to the margins we 
usually talk about the margin between the average 
Price to the retailer during the year and the 


average price to the producer. Now is there any- 


— thing to demonstrate that the variability of prices 
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to the producer within the year offsets the relation- 
ship between the two prices? 

MR. THIESSEN: We do not have that here 
but I believe that possibly that can be obtained, 

I know the Dominion Bureau of Statistics prepares 
publications on dairy statistics and I would presume 
that 1t would be obtained from there. 

THE CHAIRMAN: Quite obviously within the 
year, with the retail price remaining fairly stable, 
if you have variable producers! prices of a 
seasonal pattern your Spread is greater at some times 
of the year than others. 

MR. THIESSEN: Yes. 

THE CHAIRMAN: Most of the data compares 
prices from year to year dealing with the average. 

I think the question really is whether the mere 

fact of variability of prices within the year affects 
the level of prices throughout the year -- but I do 
not want to pursue that any further. May I just 
pick one other point on this table though. 

I was struck by your implication that it 
was the support price which created this particular 
condition in the case of creamery butter. Eggs 
have been supported, have they not? 

MR, THIESSEN: Yes, they have, 

THE CHAIRMAN: Not as consistently per- 
haps as butter but there has been support? 


MR. THIESSEN: The support price on eggs 
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has been set at 30 cents per dozen, basis Montreal, 
and there have been varying differentials across 
the country. It has been popularly accepted 

that the support prices on Grade A large eggs in 
Saskatchewan should be about 30 cents per dozen and 
most prices are quite low during the short marketing 
seasons and even this price has gone quite sub- 
stantially above the support price. There are 
times when it has been down to the support price. 
In fact there have been times when it has been 
below the support price. 

THE CHAIRMAN: What struck me in this 
table, Table 7, is that you picked out the case of 
creamery butter in which the percentage change 
from 1949 to 1956 has been downwards and by im- 
plication, at least, you tend to explain that in 
terms of price supports and then I look at eggs 
where there has been price supports and I find that 
the change is plus 44.6 per cent. 

MR. THIESSEN: I would be inclined to 
conclude that the support price on butter had been 
at a higher level or more realistic from the point of 
view of the producer price than in the case of eggs 
and that for this reason the support price on but- 
ter had a more moderating effect in fluctuations 
than is the case in eggs. I think eggs is pro- 
bably a poor example. 


THE CHAIRMAN: Thank you, 
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COMMISSIONER DRUMMOND: You suggest, Mr. 
Thiessen, that the increase in margins has been at 
least partly due to increased Operating costs and 
also to a demand by the consumers for increased 
services. That is your general statement? 

MR. THIESSEN: Yes. 

COMMISSIONER DRUMMOND: Now, in your 
tables there is an indication that the actual degree 
of increase in the spread varies tremendously from 
commodity to commodity. I wondered if you had 
thought of attempting to make any comparison or 
establish any relationship between the width of the 
spread and the amount of increased services or in- 
creased operating costs? 

MR. THIESSEN: No, we have not made any 
effort to do that. It would be quite a substantial 
undertaking, I think, and would entail a considerable 
degree of research. We believe that possibly -- 
we are aware that these increased services are 
taking place and that obviously part of these in- 
creased services result -- must reflect somewhere 
in higher prices and it might also be possible if 
the increased services had not taken place that the 
retail price index, say from 1951 downward, may 
have gone down more than it has; in view of the slide 
or sharp decline in price index of farm prices. 

Possibly that information would be avail- 


able from this same table that I have taken Table 6 


wy 


ah jean ak. .onninenie 
| te’ ener gaol. Okey pcan eth: aa : 
2°) ggeateas janheiesak haul aa 


Yatget on? 2s, eremenes ety ae 
: Reni anita SPOT at ast -2 v0 
ee ae ee a 

_ 2 THES aE we Js QMONMURG -RENOTER IMCS ~ 


oonneh Laites edd, tale ooheabtbet ne eases eel 


mY Le Vi svobriwne:7-s9itav: baeeige gat Bt sauierond 


bad yoy ‘Le Jbenetron £) “ogatipimos et gakie 


_ 


) NOS hwpgatn Yes ani tan ad, anltonedén Ys Sri 
nat sits te de hgy st, geawded otsanatiaben wit debided 
, TBE 9, asoiwias Seseetons ho "Reuonia’ ois Dnt be 
Sateoo -paAlteredd: bee 

Was Shae jor caven ow .On: “$MABGSIRT |. FM 
Leh IRE eA 8 attup ed Bigow ot t6dt ob aa Bis is) 
p ) showre) Bair 4s § Itetoo Slqow ine. ailital ~aqsecaer 
*. eid tenog. Jans, gvetiod sy “dteiaesey te 
o16 esotyrses. Depsetort eben Sas 2° SWB ona. 


‘ 


ei aut tld Io 2204 ylavotrde. Sarit bas’ Ssoatg ya A 
erento s JI8s et Seem. -» tideen teshense peewee 
| 24 sigteecg..od onte-any imide hes: coolers Yor na’ ; 

says apne, only SaNel? Jon bad peoivise ‘beisgtand vé 
| Nan Bdginwph i tefogs gas Tobe ‘Solty L0H 
tokio ste, 20 Welty, sit, veer OL mad? chom hwey snop: 
; 2 A8% ies) cme) Ys xebct .sodug of enifioeb yeaie a 
{tows $d, Plow fpdaeerrgint. rads, Yid teeny 


sides? gave) svid. ¢.¢eis-eldeag @men- wks mand wh 


yy 


ANGUS, STONEHOUSE & CO. LTDb. 1450 > 
TORONTO, ONTARIO 


(Sate 
OF 


from. If you consult that source, there was a 
breakdown of costs and so on for this particular 
segment of the industry and you might refer to that 
for increased costs in this particular outlet. 
COMMISSIONER DRUMMOND: Thank you very 
much, On page 12, the second paragraph from the 
top you state: 
"The present methods of distribution, 
"particularly of such products as 
"milk and bread, do not stand out as 
"pillars of efficiency. In view of 
"little or no retail price competition, 
"duplications of these services are 
"extravagant and wasteful". 
Now, there are two or three questions there. 
First, I would like to relate that state= 
ment to another one that you have on page 5 at 
the very bottom where you say: 
"The relatively low decline in the 
"ourchasing power of milk is an out- 
"standing exception and is evidence of 
"the effort to relate producer costs 
"and prices on the part of the pro- 
"vineial Milk Control Board." 
There seemed to me to be quite an inconsistency in 
respect to the milk market there. 
MR. THIESSEN: Well, no, On page 5 


I am referring there to the producer price of milk. 
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There has been an effort on the part of the Milk 
Control Board to give producers or set prices to 
producers and on page 12 I am referring to the retail 
distribution. 

For example, I live in the City of 
Saskatoon and there are four milk companies who 
géliver milk in that city and JI may purchase my 
Supply of milk perhaps from any one of the four if 
I so desire and they would all deliver -- they all 
may drive by my house with their milk waggons. 

The milkman that delivers to us delivers 
to some houses on the street. He does not de- 
liver to others. Another milkman delivers to 
Boome of the others, and so on, 

As a result you may have three or four 
milk waggons all running down the same street 
making deliveries. This does not seem to me to 
be the most efficient means of delivering milk. 

In the case of bread where there is a bread 
truck that goes around and delivers to the small 
stores, and if we so wish, we may have bread delivered 
directly to our house although the store is right 
next door to us and this seems to me to be costly 
as well -- to have a bread man running to the truck 
for a loaf of bread and bring it back to our house 
and charge us what we would have to pay if we 


walked over to the store, which would not be any 


particular effort. 
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COMMISSIONER DRUMMOND: My thought was 
fealiy this: if this inefficiency, which you just out- 
lined, actually exists, according to my understanding 
of your general argument, that would be reflected back 
into a lower producer price. 

MR. THIESSEN: In the form of milk? 

COMMISSIONER DRUMMOND: Yes. 

MR. THIESSEN: I believe the probable 
effect of the Milk Control Board there has been it 
has resulted in a higher retail price and in the 
case of bread itself, while the price of wheat has 
gone down by about 30 cents a bushel in the last 
few years, the price of bread has increased con- 
Siderably. 

COMMISSIONER DRUMMOND: My other ques- 
tion was simply this: you say in view of little or 
no retail price competition -- have you any specific 
proof or evidence that the business of price com- 
petition exists or is that a deductive analysis? 

MR. THIESSEN: I think it is deductive. 

I may go to the store at which we shop and pick up 

a loaf of bread from any number of named bakeries 
and the price is the same for all of them. It may 
be the same is true in other stores as well. I 
know possibly of one exception and that might be 

the case of Westons who are linked up with the 0O.K, 
Economy Chain. I believe it sells for a cent a 


loaf less than do other brands of bread. 
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COMMISSIONER DRUMMOND: The mere fact 
that the price is the same in all of them, is that 
sufficient evidence there its no competition in 
respect of price? 

MR. THIESSEN: It might not be. I would 
not say it was sufficient evidence but I say I be- 
lieve it appears to me that there is little evidence, 

MR. GLEAVE: It might indicate com- 
petition is in point of service rather than price, 

COMMISSIONER DRUMMOND: Theoretically 
could it not indicate the price competition was 
well nigh perfect? If you have complete competi- 
tion the result of that is supposed to be a single 
brace: 22 1¢ not? 

MR. GLEAVE: I am not enough of an 
economist to get you on that. 

MR. THIESSEN: We don't know. Maybe it 
is competition. Maybe it is not. This would be 
something for the Combines Act to look into to deter- 
mine whether it is competition or not. 

MR. GLEAVE: If it is perfect competition 
we have some perfect competition for oil prices for 
Our tractors too. 

COMMISSIONER DRUMMOND: There is an 
interesting figure on the same page where you speak 
of the spread in the different types of livestock, 


The figure in the case of sheep is set out as being 
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very, very high. Have you any thought why that 
should be so much higher than the others? 

MR. THIESSEN: No, we don't know why. 
All we know thes figures are given to us and the 
source from which they were taken and it was not a 
poor grade of sheep. It was under the classifi- 
cation of good sheep. Probably the buyers who 
bought the sheep at that price would be in a better 
position to tell you than we are, We questioned 
the validity of it. 

THE CHAIRMAN: Might I pursue one point 
a connection with milk. I understand your point 
in connection with milk is in the case of the pro- 
ducer's price under the Milk Control Board this 
price has been related to farm costs and therefore 
it has been going up recently, whereas farm prices 
as products which are not subject to this kind of 
regulation have been going down. 

Now we were not able to get yesterday 
from Mr. Ridley the changes which have occurred in 
prices at the producer and the consumer level in the 
controlled areas. You yourself have indicated that 
the fact has been that the consumer's price has in- 
creased in the case of milk whereas the evidence 
generally is that the consumer's price has increased 
in the case of milk whereas the evidence generally 
is that the consumer's price for other things re- 


mains pretty stable in the last while. 
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The point I wanted to ask you about was on 
page 10, the table on Per Capita Consumption of Foods, 
Is this increase in the price of milk, in view of the 
explanation of the actual decline in per capita con- 
sumption of milk since 1947, or relative stability 
BoE per capita consumption of milk Since, say, 1951, 
whereas the consumption of other things per capita 
has been going up? 

MR, THIESSEN: In the case of milk I would 
think the consumption has gone down for reasons other 
than price. I would refer you to Table 11 in which 
it is shown one hour's industrial wages in 1947 would 
have purchased 5.3 quarte of milk and in LO56 ted 
auarts of milk. I don't believe price has affected 
the consumption there. Probably there have been other 
Peactors that have affected it. Recently, for 
example, you have had a more widespread acceptance, 

I believe, of the powdered milk varieties, i donts 
know whether this would be reflected in the tables 
oP not. Probably more Coca-Cola being drunk, 

COMMISSTONER DRUMMOND: You have a very 
interesting statement on page 13, Mr. Thiessen. 
Immediately under that table you say: 

"Market fluctuations such as those 

"illustrated in these two tables have 

"qa definite lowering effect on the farm 

"Share of the consumer dollar and a 


"widening effect on the overall marketing 
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"margin," 

Would you care to explain that? 

MR. THIESSEN: Yes, 1f -you have»a price, 
for example, good steers selling for 20 cents a pound 
and the meat you buy at the retail outlet selling for 
60 cents a pound you have a ratio there of one to 
three and if your farn price should drop to go to the 
extreme, say, of 10 cents or 15 cents and the retail 
price may drop 5 cents you would have a greater ratio 
there than one to three in the relationship. The 
relationship would mean the farm share was smaller as 
a result of the 5-cent drop to the producer price but 
percentagewise the price to the consumer might not 
Crop to that extent. 

COMMISSIONER DRUMMOND: Coming to this 
matter of stockyards and public markets and the 
pricing of livestock. First, you seem to suggest 
here that the main reason for the development of direct 
marketing has been the deliberate action of the packers. 
Do you think that is the only explanation? 

MR. THIESSEN: Well, on this question of 
marketing we were fascinated in reading over the 
Stevens' report and in parts of that report it appeared 
to us that it could have been written in recent times, 
The direct shipments, I think, are probably from the 
farmer's viewpoint at least -- I presume that he accepts 


that as a convenience. He accepts that as a conven- 


dence in having a person come to his farm and pick up 
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the animal to take to market. Often the trucker 
may be under contract to the packing plant. We have 


the example where this works contrary to the best 
interests of producers of hogs recently. A year or 
SO ago hog prices were at the floor of 19 cents 
on the public market. At that time the packing 
companies were receiving through checkers and direct 
shippers and paying producers on the basis of 18.75. 
It was 25 cents under the floor price. We had 
numerous complaints at that time and it was brought 
to the attention of government the support price for 
hogs did not apply on sales directly to packing plants 
but only where marketed through public yards. 

I believe it is conceivable when there 
are large shipments of livestock and hogs directly 
to the packing plants it has the effect of lowering 
the market price because the packing plant has 
assured itself of a certain supply. As was pointed 
out in the Stevens Commission they are not as keen 
buyers as they would be if all the animals were 
shipped directly to the public yards where the buyers 
from the various companies would be in a position to 


bid on them. 
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COMMISSIONER DRUMMOND: Has the develop- 
ment of direct marketing become definitely more 
pronounced in this province since the time of the 
Stevens! inquiry? 

MR. THIESSEN: I wouldn't say whether it 
was. I haven't any statistics to back that up, but 
we know that from the Stevens report that it existed 
at that time and we know that it is still existing 
to-day. The Stevens Commission recommended that 
all livestock should be marketed through the public 
yards, and they recommended also that a board of 
livestock commissioners, or something, words to that 
effect, should be established in order to control 
these various aspects, and we know that neither of 
those things are being done or have been done. 

MR. GLEAVE: I think at this time you 
would find that there is a considerably larger per- 
centage of the marketing directly in this province 
than do go through the yards. We are quite safe to 


say that. 


COMMISSIONER DRUMMOND: That is no ques- 


Gaon at all. It varies with the types of livestock, 
of course. In any case, it is certainly much more 
pronounced. I think one of the other briefs 


yesterday indicated that 18 or 19 per cent of your 


hogs went through the yards. 
MR. GLEAVE: Yes. 


COMMISSIONER DRUMMOND: That is considerabl 
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higher than in some other provinces. 

MR. GLEAVE: I see, 

COMMISSIONER DRUMMOND: You state t 
the bottom of page 15 these direct shipments have 
the effect of breaking down the price upon the public 
stockyards. I assume your argument there simply 
is this, that you have actually stated it --- 

MR. THIESSEN: The Stevens Commission 
stated it. 

COMMISSIONER DRUMMOND: You have repeated 
very general arguments. 

MR. THIESSEN: Yes. 

COMMISSIONER DRUMMOND: My thought was 
fice, that wiile it is true that a fairly small 
percentage of the livestock is bought on the public 
stockyards, it is also equally true that the demand 
is of the same general size at the yards as the 
supply. In other words, your supply tends to off- 
set the demand, or vice versa as the case may be. 

There is a question here as to just how 
the size, the percentage of your livestock in itself 
affects the price that is determined, you see. 

MR. THIESSEN: We have brought these 
quotations from the Stevens Commission in for your 
consideration and review, because if these conditions 
existed at that time, and the same practices are 
being followed today, we believe that possibly the 


facts which the Stevens Commission thought were 
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working to the detriment of the producer at that time, 
the facts might still very well be working to the 
detriment of the producers and if these events are 
investigated again by this Commission we believe that 
possibly you may receive supplementary information 
from possibly the packing companies that can affirm 
or give some other, shed some other light on the 
subject that we are not able to give fully, accurate- 
ly, other than through supposition. 

COMMISSIONER DRUMMOND: My general 
thought in asking these particular questions was 
simply this, that you emphasized the widening of 
the spread. 

MR. THIESSEN: bacy 

COMMISSIONER DRUMMOND: You have also 
emphasized the possible effect of lack of price 
competition? 

MR. THIESSEN: Yes. 

COMMISSIONER DRUMMOND: Due to the reduction 
in the number of packers and the methods of deter- 
mining the price, that is direct marketing versus 
public marketing. What I am wondering really is 
whether all these things, in your opinion, have 
become much more pronounced in recent years, because 
it is the last ten years that this Commission is 
primarily concerned with examining? 

MR. THIESSEN: I would say it is our 


opinion that it has increased, that the farmer's 
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bargaining power in the market place has lessened 


within this period, 


COMMISSIONER DRUMMOND: You think that 


that lessened bargaining power is reflected in any 
way in the size of profits or in any other way? Is 
there any outward evidence? 

MR. THIESSEN: Of the farmer's position? 

COMMISSIONER DRUMMOND: Of his lessened 
bargaining power, yes? 

MR. THIESSEN: I think it is reflected 
in his declining share of the consumer's dollar, for 
one thing. 

COMMISSIONER DRUMMOND: The only other 
question that really concerns us is one of your 
recommendations, and it ties in with this argu- 
ment, that the lack of bargaining power is a major 
factor in explaining the present situation. The 
question is, how do you feel that marketing boards, 
which you definitely recommend here, can operate to 
improve the bargaining power and through that to re- 
duce the spread? 

MR. GLEAVE: Well, I would refer you 
again to the statement of Dr. Campbell, because I 
think we have not made a serious enough study of it 
either ourselves as a union or authorities within 
this province to definitely state that certain things 
ean and cannot be done, but I would refer you again 


| to statements of Dr. Campbell who has apparently made 
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some certain study, and I believe his opinions are 
worth consideration, and I read them here a few moments 
ago, if that is satisfactory. 

COMMISSIONER DRUMMOND: Thank you very 
much. I have read those myself also. 

MR. GLEAVE: Well, I might say that we feel 
there is a need for research and investigation along 
these lines. We ourselves in this province have 
said marketing boards are a solution, but it is not 
sufficient for someone to express this opinion and 
someone express another opinion, 

There are certain facts available, and more 
facts should be gathered to enter upon a course of 
marketing as important as this, involving a total 
produce within a province. They should have had 
at their command research facilities that will enable 
them to make sound judgments based on previous exper- 
fence and previous knowledge, and that is one of the 
greatest lacks in this area actually. 

COMMISSIONER DRUMMOND: Just one remaining 
question, also related to this bargaining power. You 
have within this province a very pronounced degree of 
of voluntary co-operative organizations? 

MR. THIESEEN: Yes. 

COMMISSIONER DRUMMOND: And have had for 
many years. One of the main purposes of that type 


of farmer action has been to provide competition and 


thereby improve the price situation, hasn't it? 
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MR. THIESEEN: Yes. 

COMMISSIONER DRUMMOND: To help the far- 
mer's bargaining power? 

MR. THIESSEN: Thats) Pipi. 

COMMISSIONER DRUMMOND: Is your conclusion 
that purely voluntary type of action is simply not 
sufficient to give farmers enough bargaining power 
and that it has to be supplemented by the marketing 
board type of activity? 

MR. GLEAVE: Yeo.) Lecte., The conclusion 
-~ Dr. Campbell again states that in this address and 
we agree, sir. I think Mr. Thiessen in these tables 
has shown you extreme fluctuations in the marketing of 
livestock, and yet at the same time that this is 
happening actually one of our largest co-operatives, 
who has operated a number of stockyards within this 
province and has buyers, I believe, at every public 
yard, and I have bought and sold livestock through 
them myself, and it is our opinion that this is not 
sufficient. 

Your position is this, that you are attempt- 
ing to effect trends in the market with in most cases 
less than a majority of the amount of flow through 
the market place, and you cannot effectively, in our 
opinion, effect prices with forty per cent of the flow 
through a market place. 

I think it would be almost obvious that 


you must have a far greater flow than this, and the 
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farmers if they attempted to effectively dominate 
the market place, say with sixty or seventy per cent 
of the flow, and supposing they established some 
kind of a co-operative organization, and poured 
capital into it to do this, it would probably only 
endanger the capital which they poured in or would 
be ineffective. 

COMMISSIONER DRUMMOND: I think that is 


coer. Chairman. 
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THE CHAIRMAN: Mr. Couvre tte. 

COMMISSIONER COUVRETTE: Just one ques- 
tion, Mr. Chairman, At the bottom of page 7 you 
say: 

"It can be concluded that while consumer 

"prices have largely been maintained on 

"a stable level in recent years, it has 

"been possible for the retail trade to 

“absorb increased costs in the windfall 

"created by falling farm prices ..." 
Would that be an implication that the only reason for 
this absorption of increased costs would be the 
falling farm prices or would there be any other 
factor? 

MR, THIESSEN: I am not sure whether I 
understood your question correctly. 

COMMISSIONER COUVRETTE: Well, may I 
add these words: would you not expect to give credit 
for better efficiency on the part of the retailers 
absorbing these increased costs? 

MR. THIESSEN: Well, if you would turn to 
page 8, Table VI, you will notice that the operating 
expenses per retail grocery chain store, the operating 
expenses increased from 12.94 per cent in 1949 to 
15.32 per cent in 1955. They obviously did not main 
tain or lower their percentage of expenses as of 
total sales in that time and part of these increased 


expenses we felt were --- 
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COMMISSIONER COUVRETTE: On the next line 
-- would you read the line on net operating profit -- 
in the same table, I mean? 

MR. THIESSEN: Yes. 

COMMISSIONER COUVRETTE: Which shows that 
they are two and four per cent down on their profits 
which would about compensate for the difference in 
expenses. 

MR. THIESSEN: Yes, sir, although the 
dollars, the net operating profit in dollars, in 
absolute dollars, actually increased from about $28,000 
to $43,000. 

COMMISSIONER COUVRETTE: Yes. 

MA. THIESSEN: Due to a larger difference 
in volume of sales. I mean, the volume of sales -- 
you will notice in 1949 per firm was $950,000 whereas 
it increased to over $6 million in 1955 and the larger 
volume of sales should permit them to operate at a lower 
margin, so the gross market would actually remain 
fairly constant in that time. 

COMMISSIONER COUVRETTE: Well, with only 
the same services and not added services. 

MR. THIESSEN: Well, I understand what you 
are getting at is whether or not part of the increased 
costs and services were absorbed as a result of accept- 
ing lower profits on the part of the retail outlets. 

COMMISSIONER COUVRETTE: Yes. 


MR. THIESSEN: I would say that could be 
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concluded from that table but at the same time you have 
your index of retail prices which indicate that they 
actually showed a decline in that time and if the 

farm price had remained Stable these retail indexes 
would certainly have gone the other direction and I 
belleve a large share of the retail increase in retail 
costs was absorbed or could be absorbed as a result of 
the drop in farm prices, which was considerable, 

COMMISSIONER COUVRETTE: Well, that was 
exactly my question. It would not be the only factor, 
There would be some other factors besides the drop in 
farm prices, 

MR. THIESSEN: Yes, you might conclude 
that. I believe the figures would probably bear you 
out on that because the table shows that; although 
the rapid decline in farm prices, I believe, has been 
the major contributing factor. 

COMMISSIONER COUVRETTE: Thank you. 

THE CHAIRMAN: Thank you very much, Mr, 
Gleave and Mr. Thiessen, for this presentation, and 
for your answers to our questions. We will now recess 
for a few minutes after which we will hear the Saskatche 
wan Federation of Labour brief and we will also en- 
deavour to hear the short brief of the Saskatchewan 


Poultry Association this morning. 


---Short recess. 
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SUBMISSION OF 


THE SASKATCHEWAN FEDERATION OF LABOUR 
Canadian Labour Congress 


THE CHAIRMAN: We shall now hear the 
submission of The Saskatchewan Federation of Labour, 
presented by Mrs. Gertrude Kilroy, Regina Labour 
Council Executive Mamber. 

Will you read the brief, Mrs. Kilroy? 

MRS, KILROY: Yes, sir. 


Mr, Chairman and members of the Commission: 


The Saskatchewan Federation of Labour, C.L.C., 
is pleased to appear before you to offer our views 
respecting price spreads in food products. 

The Federation is chartered by the Canadian 
Labour Congress and is authorized to deal, in the 
provincial scope, with all matters affecting unions 
S@ttiliated to the Congress. The Federation is com- 
posed of 181 affiliated local unions and the Labour 
Councils located at Prince Albert, North Battleford, 
Saskatoon, Regina and Moose Jaw. There are 23,500 
union members in this group. 

Our parent Congress will, no doubt, be 
appearing before the Commission to make representations 
in detail on questions within the Commission's terms 


of reference. Our purpose here, today, is to deal 
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only generally, with these subjects, and to consider 
them as they pertain to Saskatchewan. 

The bulk of the Labour Force in Canada is 
made up, predominantly, of wage and salary earners. 
Even in "agricultural" Saskatchewan, the non-farm 
force represents about 59 per cent of a population 
reckoned in 1956 to be 880,665 persons. Lin Tee bain 
that the employee section, both in Canada and in this 
Province, is by far the most numerous, Therefore, 
the largest part of the "consumer" group is composed 
of workers. 

When the spread between what the farmer 
gets for his products and the price finally paid by 
the urban dweller is 2xcessive, it is obvious that it 
will have become more difficult for the worker to buy 
mood - this is particularly true in the case of em- 
ployees, pensioners and other groups on low incomes. 
Dietary deficiencies and ill-health follow, since 
enough food for a good diet cannot be obtained when 
prices are high. 

On the other hand, workers in Saskatchewan 
are keenly aware that the purchasing power of farmers 
has a substantial effect on the well-being of city 
dwellers. If farmers do not receive fair shares of 
the total price paid for food products by the consumer, 
it is bound to react adversely on the prosperity of 


those employed by urban enterprises. 
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Employee earnings have increased over the 
recent years, but, as we have said, there are many 
persons who are not as well off as the average suggest. 
The industrial composite wage for Canada, listed each 
month in the Labour Gazette, is an example of this. 

It is an average only of establishments of 15 employees 


and over, so that the figure is not really an average 


of all workers' earnings. 


To further illustrate, In 1954, there were 
1,823,000 unattached individuals and families, (accordin 
to DBS Distribution of Non-Farm Income in Canada, 1954), 
or 46.4 per cent of a total of 3,930,000 in the entire 


group, who earned less than the average industrial 


wage for December of 1954, (46.4% earned less than 


$2999. yearly. The average weekly wage at December, 


1954, was $59.61 which projected for 52 weeks would 


be $3100. ) 


Today's figures of earnings are somewhat 


higher, but it is suggested that the relationship 


Just remarked upon still holds true. For many.people 


in Canada, today, therefore, higher food prices caused 


by any factor, are disastrous. It is known that 


more food is purchased, as an instance, by better- 


off families. In 1953, families in Canada with an 


income of under $2500. yearly, spent an average of 


$744. on food. Families earning $2500. to $2999 


spent an average of $916.; those in the $3000. to 


$3400, bracket bought an average of $1078. There 
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is also considerable evidence that lower income families, 
not only buy less food but do not get enough essential 
protective foods, e.g. meat, dairy products, eggs, 

patrus fruits, etc. 

The foregoing information is considered 
important in view of evidence that an hour's average 
industrial wages today, will buy greater quantities 
of basic food than in past years. This conclusion 
should be qualified by what we have submitted, Use 
) of the phrase "average industrial wage" may be very 
misleading. In addition, of course, it should not be 
forgotten that the earnings of employees must pay for 
other items - of which shelter is a good example - 
that have become inordinately high cost items. There- 
fore, even for employees who now get better pay than 
some years back, other costs may offset any advantages 
obtained through lower food prices. 

The Saskatchewan Farmers! Ynion and other 
farm organizations in Canada, have complained that 
farmers do not receive as large a share of the retail 
price of fvods as they did formerly. Comparing the 
year 1945 with the year 1955 for items listed by the 
Economics Division of the Dominion Department of 
Agriculture, (e.g. Beef, Canned Tomatoes, Bread, Cheese, 
Potatoes), this criticism is true. In the case of 
these articles the shares received by the farmer were 
less than in 1945. It is commonly accepted that the 


economic position of the Saskatchewan farmer has 
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worsened in the past six years because his prices have 
moved downward and his costs upward, It would be 
difficult then, to assign to the basic producer, the 
onus for higher food costs, which have climbed about 

20 points in the Consumer Price Index from 1949 to 
January of 1958. Yet, consumers are paying higher, 
not lower prices which it might legitimately be thought 
should have resulted in view of prevailing lower farm 
Praces. 

Nor, we believe is it possible to look to 
Labour as the cause of higher prices for food. What 
facts are available indicate that per worker productivity 
in Canada's food industries has exceeded wage rises, 
Here are a few illustrations of this: 

(see DBS General Review, Foods and Beverages, 1955). 
Wage and salaries rose from an average of $1438.00 
yearly in 1945, to $2769.00 in 1955 - an increase of 
$1331.00, Yet the "Value added by Manufacture Per 
Employee", climbed from $3569.00 in 1945 to $6984.00 
in 1955 - an increase of $3415.00. 

Among Slaughtering and Meat Packing Employees 
in Saskatchewan (source - D.B.S. figures). Average 
yearly wages and salaries rose in this industry from 
B1671.00 in 1945 to $3510.00 in 1955 - an increase of 
$1839. But the net value of production per worker 


rose from $3337.00 in 1945 to $8140 in 1955 - an increas 


of $4803.00. 
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Among Flour_and Feed Mills Employees in 
Saskatchewan (D.B.S. figures), Average wage and 
salaries rose from $1728.00 in 1945 to $3316.00 in 
1955 - or an increase of $1588.00, Net value of 
production per worker rose from $3434.00 in 1945 to 
$10,235.00 in 1955 - an increase of $6801. 

In the opinion of the Federation the practices 
of the big food chains, and corporations controlling 
|) first, the retail outlets in their own purview, and, 
increasingly, sources which process food, are responsible 
to a large degree for the growing spreads in food prices, 
Greater profits are, we think, part of this picture, 
Moreover, we feel that there is probably much waste 
concerned in unnecessary high-pressure advertising of 
food products and in costlier wrappings and packaging 
which add to the eventual price the consumer must pay. 

However, these are questions that require an 
accurate and searching examination which we believe 
will be given to these matters by the Canadian Labour 
Congress and other national labour bodies. We are not, 
therefore, presuming to deal with them in this brief. 

May we respectfully direct your attention 
to the following which it is suggested would assist 


in finding solutions to the problems under consideration, 
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RECOMMENDATIONS 

bs That Federal Combines legislation be 
scrutinized to ascertain if its provisions 
are adequate to control centralization and 
monopoly tendencies in Canada's wholesale and 
retail food industry which may work contrary 
to the public interest; and that the 
Commission recommend appropriate means of 
control if present legislation is inadequate. 

2. (a) That a Consumers! Welfare Agency be 
created at the Federal level that will 
provide the public with full and complete 
information on all aspects of wholesale 
and retail food sales, including facts on 
the ownership and control of firms engaged 
in this activity. 
(0) That this Agency be authorized and 
empowered to report on practices in the food 
industry which increase the price of foods 
to the consumer by such means as expensive 
packaging and advertising, brand duplications, 
etc. 
(c) That this Agency provide the public 
through the avenues of mass communication, 
with all possible information on food products 
and advertised brands from the viewpoint of 


nutrition, food value and general worth, 
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ae That encouragement and greater assistance 
be given by the Federal Government to the 
creation of producer marxeting agencies in 
Canada to offset the power of large corpor- 
ations in the food business, 

4. That a system of grading meat products be 
required of the packing houses to ensure 
that botn producers and consumers are fairly 
treated; as well, that all abbatoirs be 
placed under Federal meat inspection control. 

os That this vommission determine the approximate 
number of Canadians, who by reason of low 
purchasing ability, are not able to secure 
enough of the essential foods for an adequate 
and healtay diet; and thereupon maxe 
appropriate recommendations as to how this 


situation might be alleviated. 


The Federation would like to express 
appreciation for the hearing given to our brief by the 
vommission, We trust our representations will assist 
your deliberations and we hope our suggestions will 
receive your favourable comment, 

Respectfully submitted, 

The sxecutive vounzil, 
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I would like to introduce to you Mr. Ivan 
Moore, who is the Secretary-Treasurer of the 
Saskatchewan Federation. 

I might say that this hearing has come 
at a very bad time for unionists. Mr. Bill Davies, 
who is our Executive Secretary of the Federation, 
as well as our President Mr. Fred McClelland, are 
both in Winnipeg attending the convention. 

This brief was just given to me a short 
while ago and I have not been cued on it so I am 
afraid I will not be able to answer any questions 
or inquiries. Therefore Mr. Davies instructs me 
to tell you that he will be glad to answer any 
questions by mail. 

THE CHAIRMAN: Thank you, Mrs. Kiroy. 
We understand your situation. We will not press 


questions on you. 


---EXHIBIT NO, 31: Submission of the Saskatchewan 
ao Federation of Labour, C.L.C. 

THE CHAIRMAN: I am not sure whether Mr. 
Kidd would like to say anything. If he wishes he 
may do so at this time. 

COMMISSIONER KIDD: No, I think not. 

THE CHAIRMAN: We know the Congress is 
meeting at Winnipeg. As a matter of fact Mr. Kidd 
should be there himself but he is here with us. 


Will you express our thanks to Mr. Davies? 
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MRS. KILROY: EWI Thank you very 


much, 
THE CHAIRMAN: Is Mr. Harrison here? 
MR. HARRISON: Yes. 
THE CHAIRMAN: And Mr. Campbell? 
MR. HARRISON: Yes. 
THE CHAIRMAN: We will hear the brief 


of the Saskatchewan Poultry Association. 
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SUBMISSION OF 


THE SASKATCHEWAN POULTRY ASSOCIATION 


MR. HARRISON: I have Mr. Campbell with 
me, the Chairman of the Poultry Association. You 
will note the brief I am presenting is more or less 
in the form of a letter to your Secretary and I will 
just read it. 

I have been requested to submit to you the 
following statement on behalf of the Saskatchewan 
Boultcry Association. 

The Saskatchewan Poultry Association notes 
with considerable interest the fact that the Govern- 
ment of Canada has appointed a commission to study 
price spreads and that hearings will be conducted 
at various points across Canada. 

The average farmer feels that the price 
which he receives for his produce in relation to what 
the consumer pays is away out of line. At the 
present time egg grading stations in Regina are paying 
the producer 30 cents per dozen for Grade A Large eggs, 
the consumer is paying .48 cents per dozen in the 
stores, a spread of 18 cents. For B eggs, the pro- 
ducer is receiving 18 cents and they are retailing 
at 36 cents, again a spread of 18 cents. Regardless 
of the price received by the producer, the middle- 


man maintains his margin. 
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The weighted egg price in Saskatchewan 
for this year now stands at 24.2 cents per dozen. 
Since the middleman has been getting approximately 
18 cents this is almost as much as that received by 
the producer despite the fact that he has all the ex- 
pense of raising the birds, housing and fattening 
them and gathering, cooling and preparing the eggs 
for market and finally delivering them to market. 

Unfortunately the Saskatchewan Poultry 
Association is not in a position to say whether or 
not the spread taken by the middleman is excessive 
or not. Our Association does not have access 
to actual costs and therefore is not in a position 
to pass judgment; however, it is felt that the pro- 
ducer should also have some assurance of receiving 
at least his actual cost of production and if he is 
going to remain in the business an adequate return 
oor his, labour. 

It is quite apparent that the producer does 
not have adequate bargaining power and that there is a 
need for either a producer controlled marketing board 
or a marketing board set up by the Federal Government 


which would assist in maintaining a fair price to 


the producer. 


Through a marketing board there would be 


further control on the packaging and grading of the 
product which would indirectly benefit the producer. 


There is a lack of statistical information 
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on marketing and production costs. An effort should 
be made to obtain these costs and research and study 
carried out as to how these costs might be reduced. 

Greater attention should also be directed 
towards market demands so that the producer would be 
in a position to regulate his production according 
to these demands. This might involve producer con- 
trol over storage surpluses. 

The Saskatchewan Poultry Association fully 
approved the present commission on price spreads and 
will be prepared to assist the commission in every 
way possible. We are confident this commission 
is designed to find ways and means of reducing the 
consumer price at the same time assuring the producer 
peecaar return for his efforts. 

Trusting that the above will receive con- 
Sideration by your Commission. 

H, A... Crorfiord, 
President. 
=-=-<EXHIBIT NO. 32: Submission of the Saskatche- 
wan Poultry Association. 
MR. HARRISON: IT am actually submitting 


this on behalf of the President Mr. Crofford. 
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THE CHAIRMAN: Mr. Harrison, you are a 
member of the Saskatchewan Poultry Association? 

MR. HARRISON: That is correct. 

THE CHAIRMAN: Would you tell us some- 
thing about its composition and membership? 

MR. HARRISON: I might just refer that 
question to my secretary here, He has worked quite 
elosely with it. 

MR. CAMPBELL: Well, the Saskatchewan 
Poultry Association is made up of about 1200 poultry 
producers, and they are mostly the larger producers 
of the province, They take in mostly the approved 
flocks, hens that are shipped to the hatcheries, 
and there is actually about 1200 members. Mr. 
Harrison was at one time a director of the Poultry 
Association. 

THE CHAIRMAN: Thank you. We understand 
that there will shortly be a plebiscite in connec- 
tion with the establishment of a marketing board in 
the province. Is this correct? 

MR. HARRISON: That is correct. 

THE CHAIRMAN: Are you in a position to 
tell us something about the manner in which the 
plebiscite will be conducted, and the requirements 
in terms of producer support if the board is to be 
put into effect? 

MR. HARRISON: T don't think I am in a 


position to just state definitely on how the 
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plebiscite will be taken except I note that 65 per 
cent must approve of the final vote before it would 
be put into effect, but the actual voting and 
registration I don't think possibly has been cleared 
yet. 

THE CHAIRMAN: In other words  ita@iis 
not clear at the moment what 65 per cent means, 
that is who are eligible? 

MR. HARRISON: That would be correct. 

COMMISSIONER DRUMMOND: I believe, Mr. 
Harrison, the press statement indicated that all 
producers whose eggs entered commercial channels 
were eligible, irrespective of the size of their 
flocks. I am just wondering if that is correct? 

MR. HARRISON: That is correct, wes, 
any producer that has marketed eggs this past twelve 
months would be entitled to vote. 

THE CHAIRMAN: In evidence presented to 
us yesterday, we were surprised at the very high per- 
centage of under-grade eggs coming off farms in 
Saskatchewan. What do you feel the explanation for 
this is? 

MR. HARRISON: Possibly some more edu- 
cation among our producers to encourage them to 
produce a higher quality product. 

THE CHAIRMAN: Is the large proportion 


of the eggs moving into commercial channels from 


small farm flocks? 
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MR. HARRISON: I would ask my secretary 
to answer that. 

MR. CAMPBELL: Yes, we have approximate- 
ly sixty thousand poultry producers in the province, 
and according to the census figuresof 1956 about 
forty thousand of those producers had less than 
75 birds, so that about twenty thousand of them have 
over /5 birds in the flock, and there is not too 
many of them over 500, probably 25 or 30 in the 
province, so that the majority of our flocks are 
quite small. What the average would be is rather 
difficult to say, but I doubt if it would reach 
#00 birds, 

THE CHAIRMAN: My understanding is that 
in some places there has been a tremendous revolu- 
tion in poultry industry with the development of 
very large producing units. I gather this has not 
developed to the same extent in this province that it 
may have in other places; is that so? 

MR. CAMPBELL: There is a trend in that 
direction, particularly around the larger cities. 
There is quite a trend here in Regina toward larger 
flocks. We have several here now of two and three 
thousand birds, but we actually haven't too many 
large cities, and population is considerably rural 
Too. 

THE CHAIRMAN: Further in evidence ob- 
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was inefficiency in the marketing of eggs as a result 
of undue number of grading stations. This is a very 
large question, Mr. Harrison, and if you don't wish 
to tackle it, please say so, but I gather from your 
brief that you and your Association will be support- 
ing the plebiscite for the setting up of marketing 
boards? 

MR. HARRISON: Yes. 

THE CHAIRMAN: My question is, could 
you tell us some of the changes which you would expect 
would occur under board operations which might 
rationalize the marketing process and result in 
greater returns to the producer? 

We usually stop at twelve-thirty. 

MR. HARRISON: The question raises a 
large problem, and I will try to be brief on this 
question. The brief points out where the producers 
around Regina are receiving 30 cents a dozen for 
their eggs. I live down in the Moosamin area 
where the price is less than that. Our price under 
support programme is 29 cents, and last year it was 
down as low as 27 cents, and we have a lot of the 
small flocks down in that area. 

The producers! attitude towards this 
marketing board is that surely if we do something 
different it cannot be any worse than we have now, 
that through a cooperative effort surely we can do 


something to improve the price to the producer. 
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With that in mind I agreed to go on with a provisional 
committee to formulate a plan in order to bring about 
a marketing board, and resume the production, the sur- 
plus that has been produced in recent years. We 
found that it ranges up to 5 per cent in one or two 
years, and normally it is around three per cent, and 
with the organization of the marketing board, and 
with a per unit demand per dozen, possibly a cent 
a dozen, that we could build up a fund that might 
adequately remove this surplus, which seems rather 
insignificant, off the market and possibly maintain 
a little higher average price. 

Now the powers of the board, at least 
the board has powers to set minimum and maximum 
prices, and watching the trend of prices throughout 
the year, and I expect to experience it again this 
year, possibly there will be a fluctuation of from 
20 to 30 cents a dozen within the twelve months! 
period, and we feel that a consumer has a resistance 
to this wide fluctuation in the price of eggs. He 
will possibly stand a fluctuation of 10 cents and 
not complain too much, but when you get up to 15 
and 20 and 30 cents a dozen, then you definitely 
find a consumer resistance of eggs. It might be 
the same as a package of cigarettes. Now a pack- 
age of cigarettes is pretty expensive at 42 cents, 
but we buy them. Now if those same cigarette 


fluctuate at, say; 30 cents a dozen through the year 
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there would be a riot in our house if I continued 
smoking. I would have to quit buying them, I pre- 
sume, but that is what is going on in eggs. 

We allow these things to come in to inter- 
fere with the consumption of eggs because the price 
is fluctuating too widely. With the marketing board 
we feel that we can do something in that direction to 
possibly take out some of these wide fluctuations 


that we find entering into the price of eggs. 
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We still have a lot of hungry people in the 
world that like to eat eggs. We would have to look 
around for some export markets to put them in. We 
would have to subsidize from the fund we create on the 
market surplus. That would be one of the purposes 
of the fund, to subsidize exports. 

THE CHAIRMAN: Would you anticipate much 
change in the organization of the marketing system? 

MR. HARRISON: Well, it is our intention 
at the present time to license all present handlers of 
eggs for the physical handling of the eggs. We would 
have something to say about price and the direction 
of the movement of eggs in our area. 

THE CHAIRMAN: You think there are some 
economies that could be effected by this centralized 
direction of the flow? 

MR. HARRISON: I hope so. 

COMMISSIONER DRUMMOND: Supplementary to 
what the Chairman has just said, Mr. Harrison, have 
you any thought as to the possibility of reducing 
the number of grading stations from 94, I believe it 
is, to some-sort of integrated effort? 

MR. HARRISON: We have not too much pre- 
ecedence to go by on this question except I have had 
some experience. IT am a member of the Saskatchewan 
Wheat Pool Board. I know something about negotia- 


tions for handling charges with the Canadian Wheat 


Board, 
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As I see it our Board would be directing -- as 
a matter of fact it would negotiate with present handlers 
of eggs on the handling spread of eges. 

I expect we would be negotiating for as small 
a handling spread as we could get away with and they woul 
be on the other side and trying to get as much as they 
could. I think through that form of competition maybe 
some of them might be eliminated. I would not like 
BOesay Tor sure though. 

COMMISSIONER DRUMMOND: Would there be any 
possibility at all of eliminating or reducing the current 
practice of shipping eggs to the local stores and having 
them shipped on from there? 

MR. HARRISON: I think that may be rather 
difficult to stop although possibly the board may handle 
eggs received by the stores in a different manner from 
what they are being handled at the present time. 

COMMISSIONER WALTON: That might improve the 
quality that we heard about yesterday. They assemble 
them in small stores. 

MR. HARRISON: We have that in mind. We do 
not think that is a good product to put in the market 
shelf. There is another market for that class of pro- 
Buct. 

COMMISSIONER WALTON: Is it your intention 
to include, say, the summer shipper, the small flock 
owner, who just sends in his eggs for this period and wh 


is not really perhaps in a position to ship eggs in the 
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wintertime; will he be available for membership or 
participation or licensing or whatever it is? 

MR. HARRISON: We actually have not pro- 
gressed that far. That is something we will have 
to do by experience, If you find there is a more 
efficient way of handling that problem perhaps the 
Board will take a look at it. 

COMMISSIONER WALTON: I was wondering 
if the seasonal farmer who sends in a few eggs would 
be on this body. 

COMMISSIONER DRUMMOND: You mentioned 
earlier that the minimum cost for B eggs happens to 
be the same as for Grade A, I think 18 cents was 
the figure. Would you hope through board action or 
through some form of negotiation to make some dif- 
ference in the width of the spread for a different 
kind of eggs? 

MR. HARRISON: We state in the brief 
we are not prepared to say whether it 15 a proper 
margin or not. That 1s something, if we were in 
the business, we would be able to have a look at that. 

COMMISSIONER COUVRETTE: That is, the 
margin is the same. In the last sentence of the 
paragraph you say: 

"Regardless of the price received by 

"the producer the middleman maintains 

"his margin." 


Why should there be 2 difference in margin between 
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Grade A and Grade B, except for the added capital 
necessary? 

MR. HARRISON: I do not know --- that line 
may be placed there for sympathy of the handler but if 
the price comes down maybe he could be a little more 
sympathetic to the producer. 

COMMISSIONER COUVRETTE: Would you not 
say that handling and selling a dozen Grade B eggs is 
Just the same as handling and selling a dozen Grade A 
eggs, as far as the cost is concerned? 

MR. HARRISON: I think that would be right. 

COMMISSIONER COUVRETTE: Would that not be 
right in many other products in the food business? 

That is perhaps not a very fair question for you. 

MR. HARRISON: There may be a reduced 
cost in handling B eggs. It is a lower class product. 
He would not have to look after it to the extent he 
has to with the A Grade in order to maintain its A 
Grade. 

COMMISSIONER COUVRETTE: There might be a 
tery sileht difference? 

MR. HARRISON: Yes. 

COMMISSIONER MacKICHAN: Just one or two 
questions, Mr. Harrison. You mention the education of 
the oroducers. If you would give them the general 
information that is needed from the production gost 
point, could you have anything more effective and 


salutarythan the difference in price that exists 
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between Grade CA eggs? 
MR. HARRISON: I do not think we were 


questioning the price spread. The price spread 
could be correct or it may be wrong. 

COMMISSIONER MacKICHAN: No, I was not 
thinking of that but that that difference is there. 
You could take 12 cents instead of 30. You would 
think that would educate him fairly quickly. 

MR. HARRISON: Yes, I think that possibly 
if producers have their own organization, if we tell 
the producers that is the information coming from 
any other source, I think possibly he will be more 
acceptable to that type of education, Actually 
it is easier to house possibly 50 hens than it 
ids 5,000, so it is rather difficult for me to under- 
stand why 50 birds cannot produce just as high a 
quality as a thousand, and I believe they could. 

COMMISSIONER MacKICHAN: LE. do: not 
think there is any question but that 50 birds would 
produce just as high quality but they are a small 
number. You cannot get the extra market. I am 
just wondering about the small flocks. I think 
there will pe flocks of less than four or five 
hundred and they will always be a problem. 

MR. HARRISON: You could possibly be 
correct. 

COMMISSIONER DRUMMOND: You do feel, 


| Mr. Harrison, that a large percentage of what you 
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might call low quality eggs, that low quality is there 
when the eggs actually leave the producer rather than 
come into existence later on? 

MR. HARRISON: In some cases that would 
be correct and I would think that would be part of 
our educational programme. Perhaps part of the 
education would be that 50 birds is not sufficient 
now, If you are going to get into this thing you 
should have one hundred or more. 

COMMISSIONER MacKICHAN: You mention a 
surplus of three to five per cent and it has been 
our experience in marketing that a surplus such as 
that may well affect the prices and markets out of 
all proportion to its volume in relation to the total 
quantity. 

MR. HARRISON: Yea. 

COMMISSIONER MacKICHAN: Sometimes it is 
quite a job to take care of a small surplus like that. 

COMMISSIONER COUVRETTE: Mr, Harrison, 
in this letter you state that the average farmer's 
price is away out of line to what the consumer pays. 
Of course, you are referring to the small part of the 
dollar share. Nowhere in this letter are you saying 
that the producer does not get enough. Would you 
be ready co state and say that the producer is not 
getting enough, or is he getting enough? 

MR. HARRISON: I would be ready to state 


that the producer is not getting enough. I think Mr. 
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Campbell can supply you with some figures of costs 
and average returns in the past years if you would 
care to have them. 

THE CHAIRMAN: We would be interested in 
having some assistance in that line. 

MR. CAMPBELL: We have an address given 
by Mr. Payne and he has compiled some figures with 
the assistance of Professor Hadley Van Bleek of the 
University of Saskatchewan at Saskatoon, and according 
sO that the cost of production, it costs 21.3 cents 
per dozen. Of course, it is pretty hard to say -- 
they can vary a lot, depending on the production, 
the cost of feed at Various points, but those are 


the figures that we have been given. 
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THE GAIRMAN: Are these figures published? 

MR. CAMPBELL: Yes, we can give you a copy 
of this report. 

THE CHAIRMAN: Thank you. If you would 
give it to Mr. Dawson we would be glad to have it and 
took at it. 

COMMISSIONER DRUMMOND: There is no possi- 
bility, is there, of you supplying us with price 
figures for this area showing the price over a con- 
siderable period, how they have varied and how the 
spread has varied? 

MR. CAMPBELL: Yes, I think so, You mean 
at the grading stations? 

COMMISSIONER DRUMMOND: Yes. 

COMMISSIONER MacKICHAN: Is this figure 
of 21 cents at the farm? 

MR. CAMPBELL: That would be at the grad- 
ing station. 

THE CHAIRMAN: Thank you very much, Mr. 
Harrison. We are grateful to you for coming forward 
mech this brief. 

MR. HARRISON: Would you be interested 
in a copy of our marketing board plan? 

THE CHAIRMAN: Yes, if that is set out 
in some form we would be very interested. 

COMMISSIONER DRUMMOND: When is the 


plebiscite to be taken? 


MR. CAMPBELL: The date has not been 
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announced but I anticipate it will be the 23rd of 
June. 

THE CHAIRMAN: Thank you very much, We 
will now adjourn for lunch and hear from the Co- 
operative Union of Saskatchewan and the Federated 
Co-operatives Limited this afternoon at two o'clock. 


EXHIBIT NO. 32-A: Submission on Economics of 
the Poultry Enterprise. 


BaAnLoIT NO... 32-B: Booklet, The Natural Products 
Markcting Act, Saskatchewan, 


EXHIBIT NO. 32-C: Proposed plan for marketing 
ogges, Saskatchewan Poultry 
Association. 


---Whereupon the Commission adjourned until 2.00 p.m. 
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---On resuming at 2.00 p.m. 


THE CHAIRMAN: If you will come to order 
we will now hear a submission on behalf of the Co- 
operative Union of Saskatchctsan, which will be 
Exhibit Nos 33% Who is presenting the brief? 

MR. FOWLER: May I make a brief opening 
statement? These two briefs cover the same subject. 
We believe that time would be saved if we were to 
read the two briefs and then subject ourselves to 
examination from the Commission, because the briefs 
are covering the Co-operative movement. 

THE CHAIRMAN: That would be quite satis- 
factory, if we might hear from Mr. Hamilton first. 

MR. FOWLER: Yes, and I will read the 
second brief. 


---EXHIBIT NO, 33: Submission of The Co-operative 
Union of Saskatchewan, 
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SUBMISSION OF 


THE CO-OPERATIVE UNION OF SASKATCHEWAN 


SUBMISSION OF 


FEDERATED CO-OPERATIVES LIMITED 


MR. HAMILTON: Mr. Chairman and members 
of the Commission, the Co-operative Union of Saskatche- 
wan certainly appreciates the opportunity of presenting 
this brief to you and appearing before you. 

The Co-operative Union of Saskatchewan is 
a provincial organization representing the amalgam 
of co-operative enterprise in the Province of 
Saskatchewan, Included in its membership are the 
local consumer co-operative associations, the pro- 
vineial co-operative organizations -- such as the 
Saskatchewan Wheat Pool and Federated Co-operatives 
Limited, and federations of other production and 
service co-operatives. It also includes some 
educational organizations, such as Saskatchewan 
Co-operative Women's Guild, the Le Counseil de la 
Co-operation de Saskatchewan and in addition, 


provincial representatives of interprovincial or 


national co-operatives. 


Co-operative enterprise in Saskatchewan 


embodies a wide variety of co-operative organizations 
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in the marketing, production, consumer, manufacturing, 
distributing, financial, insurance and service fields. 
While the operation of all of these types of co-opera- 
tives may not come directly within the terms of refer- 
ence of this Commission, they do nonetheless form a 
basic part of the Co-operative movement as a whole 
and are therefore included in a brief analysis of 
the net economic value of the movement to the people 
of Saskatchewan, 

The following table indicates the dollar 
value of services rendered by co-operatives in 
Saskatchewan in selected years between 1950 - 1956. 


1950-51 ike ey te}e 1954-55 | 1956-57 
$000 % $000 % $000 % $000 q 


rain Marketing 

Bon,949 46.2 281,546 52.7 148,509 35.0 179,134 36.9 
ther Marketings 

meee. 20,1 64,672 12.2 65,4204 15.4 67,543 13.9 
istributing 
Weeetet> 6.1 30.781 5.8 36,635 8.7 52,237 10.8 
onsumer 
| Meee 0.0 46,672 8.7 53,432 12.6 “SIS5L6 tery 
redit 

Mee 5.5 23,818 4.5 29,734 7.095505 Te 
2rvice 

W8,812 13.7 85,684 16.0 89,996 21.2 86,940 17.9 
coduction 

380 i 752 ae 405 ra 709 e! 


356,681 100.0 533,925 100. 424,135 100. 485,638 100. 


The total figure of services rendered by 
all co-operatives includes the value of products 
handJed by marketing co-operatives, goods sold by 
merchandising co-operatives, policies issued by in- 
surance co-operatives and loans made by credit associa- 


tions. The estimated earnings, or excess of revenue 
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over expenditures are shown in the following table for 
the years 1951-52 to 1956-57. 


Earnings of Saskatchewan Co- -operatives - 1951- 52 to 


1956-57 
dss jot Wi thas $ 12,262,408 
1952 = 53 14,474, 382 
1953 - 54 12,733,407 
1 a le 10,209,188 
1955 - 56 IT f ots O75 
1956 57 13,666,217 


Since many of the enterprises referred to and 
included in these tables do not apply specifically to 
the cost-price relationship under review, the fol- 
lowing discussion will refer largely to the commercial 
activities of the marketing or producer co-operatives 
and the consumer or retail co-operatives. 


History and Development of 
Marketing Co-operatives: 


The stature of co-operative enterprise in 
Saskatchewan reflects the efforts of hundreds of thou- 

| Sands of individuals dedicated to gaining some con- 
) trol over their economic destinies. As may be seen 
from the foregoing tables, the major portion of co- 
Operative enterprise is in the field of marketing of 
agricultural products. While this situation will 
undoubtedly exist for some time in the future, it is 
anticipated that other types of co-operatives, par- 
ticularly consumer co-operatives, will expand greatly 


and be a more significant part of total co-operative 
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activity. 

Historically co-operative action in grain 
marketing was the beginning of widespread farmer co- 
operative enterprise in Saskatchewan. The fight 
of the farmers, shortly after the turn of the century, 
to gain better returns on their primary product re- 
sulted in the establishment of the Grain Growers 
Grain Company in 1907. The subscquent establishment 
of the Saskatchewan Co-operative Elevator Company 
in 1911, and the provision of farmer owned facilities 
did much to improve the producers lot in controlling 
his produce further through to processing. While 
the fledgling wheat pools in the prairie provinces 
had their problems, the history of events had con- 
clusively shown that the pooling of wheat improved 
the bargaining power of the farmer and progress was 
continually made gaining a stronger hold on the grain 
marketing situation. In the light of experience with 
the use of a wheat board in wartime and recognizing 
its positive influence on income stability the 
Canadian Wheat Board was confirmed in 1948 as a sole 
marketing agency for commercial wheat. 

The effect which the Saskatchewan Wheat 
Pool has had in improving the economic position of 
the western Canadian farmer cannot be measured sole- 
ly by the patronage: dividends which have been refunded 


| to the farmer. Nonetheless, the Wheat Pool during 


the past 33 years has distributed net earnings of 
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$75 million to farmer members -- some $47 million 
of which has been paid in cash, However, important 
as they have been, patronage dividends, in no way 
reflect the entire influence which the Saskatchewan 
Wheat Pool, in conjunction with other grain market- 
ing co-operatives, have been in procuring a more 
equitable marketing system for all western Canadian 
farmers regardless whether or not they are supporters 
of the organization, 

Although the grain growers represented 
the first widespread co-operative endeavour, the 
dairy co-operatives had been in existence in certain 
areas of the territory before Saskatchewan was 
established as a province. The Saskatchewan Co- 
operative Creamery Association is the present organiza- 
tion resulting from a federation in 1917 of individual 
creameries. Considerable reorganization took place 
in the 1930's, and the Saskatchewan Co-operative 
Creamery is now the largest single handler of butter, 
milk and poultry products in the province, The 
Saskatchewan Co-operative Creamery in 1956 had some 
70,000 members, $19 million dollars of sales, and 
between 1946 and 1956 returned some $3 million in 
patronage refunds to farmer owners. 

The Saskatchewan Dairy and Poultry Pool, 
an amalgamation of the original Poultry and Dairy 
Pools, operates in a more confined geographical area, 


and in 1956 had a membership of some 40,000 and sales 
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of $53 million. While no figures are readily 
available on total net of allocations of surplus 
since inception, the Dairy Poultry Pool in 1957 re- 
funded some $80,700 patronage refunds to its members. 

The Saskatchewan Forage Crop Growers Co- 
operative in northern Saskatchewan, organized in 
its present structure in 1939, although a small 
marketing co-operative relative to other provincial 
organizations,has been of inestimable value to the 
localized area in which it operates, Since 1939, 
the Forage Growers Co-operative has made sales of 
$13 million and returned to its members all of the 
charges above the cost of service. 

In addition to the major marketing co- 
operatives referred to, there are a few other mar- 
keting associations such as the Saskatchewan Honey 
Producers Co-operative and the Saskatchewan Co- 
operative Hatchery. 

The aims and objects of all of these co- 
operatives arc to provide a service at cost to the 
members in the marketing and/or procession of pro- 
ducts, to strengthen the individual's bargaining power, 
and to improve product quality and also to improve 
marketing methods. Some indication of the value 
of these organizations to the people of the province 
will be recognized by the fact that in 1956, 
Saskatchewan Marketing Co-operatives handled some 


42 per cent of all eggs marketed, 56 per cent of the 
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poultry, 68.5 per cent of dairy products, 57 per cent 
of the sheep, 31 per cent of the hogs, 50 per cent 

of cattle and ealf marketings and 53.2 per cent of 
grain marketings, In total some hundred odd 
million dollars in patronage refunds have been added 
to the income of Saskatchewan farmers over what they 
would have received through non-cooperative tyoes of 
marketing organizations. In addition to patronage 
refunds since such a large proportion of produce is 
marketed through co-operative channels, the Saskatche- 
wan farmer has been able to have a more definite in- 
fluence in the competitive economy, and together with 
co-operatives in other provinces, has been able to 
gain increased influence in the market place and trade 
porcles. 

Consumer Co-operatives: 

At the same time as the Saskatchewan farmer 
was building a co-operative marketing organization 
through which he could get the maximum proportion of 
the sales dollar for farm produce, he was aware that as 
a consumer he had no control over the cost of goods 
necessary for his productive enterprise. In 1914 a 
number of consumer, or farm supplies co-operatives, 
were organized. These co-operatives combined the 
shipping of livestock with the purchase of farm supplies 
in bulk. A number of these associations expanded 
to include co-operative store service. Although 


——|| there has been some consolidation of associations, 
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there were in 1956, 396 associations with either or 
both retail stores and bulk commodity outlets. 

Since 1914 total sales of consumer, production and 
service co-operatives has amounted to $690 million 
(practically all of the sales and savings were by 
consumer co-operatives) with savings of some $35 
million being distributed to member owners. Much 
of the consumer co-operative business has been in 
the past ten years with 1947 to 1957 sales amounting 
to $500,400, 000. 

As the number of local co-operatives in- 
creased the need soon became evident for a central 
wholesale organization to provide goods and services 
for the local co-operatives. In 1928, the 
Saskatchewan Co-operati e Wholesale Society was 
organized. The attached brief from Federated 
Co-operatives Limited details the objects, organiza- 
tion and scope of Federated Co-operatives. 

Sales of the Manitoba Co-operative Whole- 
sale and Saskatchewan Co-operative Wholesale and 
more recently of Federated Co-operatives Limited 
(since the former two have been merged) have since 
1928 amounted to $404,787,000, with a net saving to 
member owners of $15,590,000. 339.3 million of 
those sales have been in the years 1947 to 1957 
inclusive and $14,700,000 of the savings have accrued 


in the same years. 


Included in the financial results of 
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Federated Co-operatives Limited is the result of the 
operation of the Consumers Co-operative Refinery as 
well as other co-operative manufacturing and process- 
ing plants in which Federated Co-operatives has an 
interest. The Consumers Co-operative Refinery 
established in 1934 represents a remarkable co- 
operative success story. A Pew local associations 
in the Regina area had been providing a valuable ser- 
vice to members in distribution of petroleum pro- 
ducts. When the refining industry began consoli- 
dating, farmers realized that unless they were con- 
tent to be dependent on a few major refineries some 
action had to be taken. From a beginning in 1934 

of a $35,000 refinery, the Consumer PRET ISE. Re- 
finery now is a 16,500 barrel catalytic cracking plant 
and in 1956 produced some 112,000,000 gallons of fuel. 

The effect of the entry of the co-operative 

refinery into the retail petroleum market field is 
best illustrated by the following passage taken from 
"Prairie Progress" by Jim F. C. Wright: 

"While the 1939 wheat crop in Saskatchewan 
was large, it did not bring increased purchasing 
power to the farmer, due to increasing wartime 
prices of consumer goods and failure of wheat 
prices to rise proportionately. Throughout 
the entire period of prairie farmers' organiza- 
tions, the struggle for a better price for farm 


products was evident in conjunction with the 
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the continuous agitation for lower prices of the 
means of production, While the actual opera- 
tion of the co-operative refinery required much 
of the time of officials directly concerned, they 
did not neglect to join in petitioning the Canadian 
Government for lower tariffs on erude oil. As 
an example in this regard, the secretary of the 
Consumers Co-operative Refineries Limited, in a 
letter of May 11, 1940, to the Honourable Colonel 
J. L. Ralston, Minister of Finance, wrote as fol- 
lows: 

"I think it is fair to say that gasoline, 
more than any one single commodity, has been before 
the public eye in Canada in respect to its cost 
to the consumer. Enquiries have been held by 
the Canada Tariff Board, the Banking Committee 
of the House of Commons, as well as several pro- 
vincial legislatures. Recently the Government 
of the Province of British Columbia, through their 
Fuel Products Control Act, have endeavoured to 
arbitrarily reduce the price of gasoline. As you 
probably have observed, the order was a reduction 
of three cents, but they compromised on a reduction 
of one cent. In eastern Canada, trade journals 
report that, since the war broke out, there have been 
two price increases. 

"The Province of Saskatchewan, however, tells 


an entirely different story, because, since 
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hostilities began in Europe last September, there 
have been three price decreases in gasoline in 

this province. As a matter of fact, the major 

oil companies are selling certain grades of tractor 
gasoline in the Regina area at a lower price than 
the posted price for the same product in Calgary, 
which is right on top of the oilfields. 

"Nine years ago, a number of co-operative 
associations were formed for the purpose of pur- 
chasing gasoline in tank cars from the major com- 
panies, and distributing it on a co-operative basis 
to their members. Savings in this fashion were 
quite substantial. However, in the fall of 1933, 
and the spring of 1934, certain independent re- 
fineries in Saskatchewan were bought by the major 
oil companies, and the wholesale or tank car prices 
of petroleum products immediately increased as 
much as three cents per gallon. 

"The answer of the farmers in the Regina area 
was to build their own refinery, and we maintain, and 
think there is good reason for so doing, that the 
gasoline situation in Saskatchewan, as compared 
to other provinces, is directly attributable to 
the fact that the farmers subscribed the capital, 
own and operate their own refinery, and control 
the spreads between the cost of crude oil and the 


sale price of gasoline, 


"Tn 1930, before the co-operatives were a 
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factor in the field, the Spread between a gallon 

of Prac Oil and a gallon of gasoline in the Regina 
area was 17 cents. Last year, through foreing down 
the base price; and through the medium of cO-operatiive 
refunds on purchases, this Spread was reduced to 62 
cents for the same type of gasoline," 

The brief of Federated Co-operatives Limited 
further delineates the areas of operation, manufactur- 
ang, etc., and will indicate that consumer cO-opera- 
tives are a real and vital factor in reducing price 
Spreads by their action in repayment of "over charges" 
on consumer goods, Marketing co-operatives on the 
other hand guarantee the producer the maximum of the 
produce dollar so that in essence co-operative mar- 
keting and co-operative purchasing represent the best 
available means at present of narrowing the price 
spread. Further because co-operatives have found 
that maximum savings are made in the manufacturing 
level of the operation, it is evident that further ex- 
pansion in this field will do much more to reducing the 
Spreads between the producer and the consumer. 

Increased entry into the manufacturing and 
processing fields, however, is highly dependent on 
the will of the consumer member to make capital avail- 
able for expansion. The speed with which this develop 
ment takes place depends on the level of understanding 
by the public generally, of the characteristics of 


co-operative ownership and development. 
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Co-operative enterprise while it has 
already made a significant contribution in narrow- 
ing the spread between the producers price and the 
consumer cost, can go much further as it attains a 
position where it has a more definite influence in 
the national economy. 


The Future of Co-operation 
and its Effect on Price Spreads: 


Co-operative business, particularly retail 
business, is but a small percentage of total national 
business. In spite of this fact, co-operatives 
have had a very real effect on price spreads on 
those commodities in which it has been involved in 
either co-operative marketing or distributing. 
Co-operative enterprise in Canada will expand and 
in so doing, it will have a more marked effect on 
the distributive sector of the economy, including 
producer-consumer price spreads. 

Just how extensive co-operative enterprise 
will become and how soon it will become a strong in- 
fluence in the national economy are as yet open 
questions. However, if the situation in some of 
the older European countries can be used as a guide, 
considerable co-operative retail expansion can be 
foreseen. For example, in Denmark, co-operatives are 
reported to handle about 30 per cent of the retail 
grocery trade; in Sweden, 25 to 30 per cent of 


total retail trade in foodstuffs; in Great Britain, 
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ee ec 504 
12 to 15 per cent of total retail weree in the 
German federal republic, 8 per cent of all sales 

of household necessities; and in France, 8 per cent 
of retail sales of foods and wine. 

In addition to the fact that co-operatives 
influence price spreads by returning patronage divi- 
dends to both the producer and consumer members, they 
also influence consumer costs by having production 
definitely related to consumer requirements. Again 
if co-operative membership is expanded to apRroximate 
any of the national percentages of 30 per cent in 
Great Britain, 35-60 per cent in Scandinavia, 45 
per cent in Switzerland, 20-25 per cent in Germany, 
25 per cent in Holland and 20 per cent in France, 
then the relationship of production to consumption 
will be more realistic. 

The proper functioning of co-operatives 
implies a continuous understanding by the members of 
the business involved. This aspect that of busi- 
ness education end economic understanding may well 
be one of the real values of co-operative membership. 
To the extent that a considerably expanded member- 
Ship has some knowledge about costs of production, 
distribution, transportation, wholesale and retail- 
ing, there will be less likelihod of unreasonable 
price spreads appearing or being tolerated. 

As to how rapidly and effectively co- 


Operatives are developed depends on how readily the 
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members of the general public are willing to unite 
and pool their skills and resources, Mutual self- 
help as producers and consumers has done, and will 
do much more to control, some of our economic pro- 
blems including price spreads. In fact economic 
controls by co-operatives, which are directed from 
the bottom to the top, would appear to be much more 
democratic than controls which might be imposed 
from the top down. 

All of which is respectfully submitted. 

THE CHAIRMAN: Thank you, Mr. Hamilton, 

Mr. Fowler, will you now read the brief 
from the Federated Co-operatives Limited. 

MR. FOWLER: Thank you, Mr. Chairman and 
members of the Commission. 

Federated Co-operatives Limited, with head 
office in Saskatoon, major branches at Saskatoon, 
Regina and Winnipeg, and distributing warehouses at 
Tisdale, Yorkton and Swift Current, Saskatchewan, 
is a wholesaling and manufacturing organization 
owned and controlled by local co-operative associa- 
tions to supply them with a wide range of goods, wares 
and merchandise. 

History: Saskatchewan Co-operative Whole- 
sale Society was incorporated by a Special Act of 
the Saskatchewan Legislature in 1929. Consumer 
Co-operative Refineries Limited was incorporated 


by Special Act of the Saskatchewan Legislature in 
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1934. These two organizations, being owned by prac- 
tically the same group of local co-operative associa- 
tions, were merged in 1944 to form Saskatchewan 
Federated Co-operatives Limited. The Manitoba Co- 
operative Wholesale was incorporated by Special Legis- 
lation in 1928, and was merged with Saskatchewan 
Federated Co-operatives Limited in 1955, to form the 
present organization, Federated Co-operatives 
Limited. 
Ownership: Federated Co-operatives is 
Owned by local co-operative associations, and others, 
Situated from the Great Lakes to the Alberta border. 
The area is divided into 15 electoral districts, which 
elect delegates and directors to form the governing 
body of the organization. Its membership is as 
follows: 
(a) Co-operatives which procure for their 
members needs 489 
(ob) Other regional co-operative 
wholesales 5 
(c) Other co-operatives (such as the Pools 
in Manitoba and Saskatchewan) which buy 
for their own consumption 25 
(d) Nonprofit institutions (such as School 
Units, Municipalities, Colleges, Hospitals, 
Government Purchasing Agency, Government 
Corporations), which buy for their own 
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Total membership of Federated Co-operative 
Limited 596 


Sales Volume: In the fiscal year ending 
October 31, 1957, the organization had a total volume 
of $50,231,062. Percentagewise in commodities this 


was divided as follows: 


Petroleum 47 28% 
Groceries 18 .22% 
Hardware 12.93% 
Lumber, Coal and Wood 12.57% 
Feed, Flour & Fertilizer 7.02% 
Dry Goods 1.98% 


Since incorporation, Federated Co-operatives Limited, 
and its predecessors, have transacted a total sales 
volume of $404,787, 086. 

Savings Record: In the fiscal period 
October 31, 1957, the organization, on sales of 
$50,231,062, had a net savings, after income tax, 
of $2,076,790. This amount was distributed to its 
member associations on the basis of patronage. The 
total savings of the organization and its predecessors 
since inception, after income tax, were $18,590,213, 
all of which was credited in the form of patronage 
refunds to the members. 

Assets: As at October 31, 1957, the organiza- 
tion had total assets of $25,267,290. 

Manufacturing Plants: Since its inception 
the organization has expanded into production where 
sales volume to its member co-operatives warranted 
such action. At the present time it owns a modern 


16,500 barrel catalytic cracking plant in Regina, 4% 
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O11 wells located in Leduc, Alberta; and Smiley and 
Estevan, Saskatchewan. Total production of these 
wells is approximately 12} per cent of the refinery 
capacity. The organization owns a coal mine in 
the Drumheller area, with extensive coal reserves, 
It owns a modern Sawmill, with a capacity of 150,000 
board feet per day, on Shuswap Lake, near Salmon 
Arm, British Columbia, It also owns a small mill 
at Chase in the same area. It has under lease from 
the Province of British Columbia, extensive timber 
reserves. The organization also owns feed manu- 
facturing plants in the cities of Winnipeg and 
Saskatoon. 

Interprovincial Co-operatives: Jointly 
with other regional co-operative wholesales, perform- 
ing a similar function to Federated in the various 
areas, the organization has an interest in Inter- 
provincial Co-operatives. In its last fiscal 
year Interprovincial Co-operatives Limited did a 
volume of $15,926,538, with savings of $183,671, 
after income tax. It owns a food processing plant; 
tea, coffee, peanut butter, in Burnaby, B. C., 

a chemical plant in Winnipeg, a bag factory in 
Montreal, and they lease a canning factory at Niagara 
Falls, Ontario. The patronage refund from Inter- 
provincial to Federated in its last fiscal year was 
$108,325, which was returned in the form of patronage 


= refund to the individual through his local co-operative 
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association. 


Merchandising Procurement Polley: The 
merchandising procurement policy in order of priority 


is as follows: 


(a) Production or processing plants owned by 
Federated, 

(b) Interprovincial Co-operatives Limited. 

(c) Co-operative Producer production plants, 


or subsidiaries, manufacturing Co-op 
labelled merchandise, 


(d) United Kingdom Co-operative Wholesales 
or their export subsidiary companies. 


(e) Co-operative Wholesales! processors or 
exporters in any other part of the world. 


(f ) Canadian suppliers. 
(g) Other United Kingdom suppliers. 
(h) Other suppliers. 


The Problem of Price Spreads: A highly 
diversified and complex society presents many pro- 
blems that were not dreamed of in a bygone day. 

Today a problem of the excessive spreads between 

the price the producer receives for his product and 
the price the consumer pays, is one of these. To 
illustrate this point one could go back one hundred 
years, when according to statistics 85 per cent of 
the people were living on farms and producing enough 
food for themselves and fifteen others. The farmer 
took his surplus products literally into the homes of 
the consumers, sold them or traded them, undoubtedly 


to the reasonable satisfaction of both parties. 
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At least there was no spread to cause any concern, 

One might oversimplify the problem of 
price spreads today by saying, let us revert to the 
position where the producer is as close to the con- 
sumer as possible. 

The Co-operative Movement: The co-opera- 
tive movement, which had its formal beginning with 
the Rochdale Pioneers in the Manchester area of 
England in 1844, has spread to every country in the 
world. It is invariably found among the low-income 
groups of every country. On the North American 
continent, this happens to be those engaged in 
agriculture, and the co-operative movement in the 
United States and Canada has a distinctly agricul- 
tural flavour, which applies to both the marketing 
of primary products and the purchase of farm supplies 
and other consumer needs. 

In the early days of its incorporation 
this organization was composed wholly of farmers. 
Through the years, with the growth of general stores 
in the various communities, nonfarmers have been 
freely admitted into membership, and we now have 
in our area, well organized consumer co-operatives 
in every city. The Sherwood Co-operative Associa- 
tion in the City of Regina has 20,663 members, the 
majority of whom are "city folk" or other “off farm" 


people. 


And I would refer to the very kind visit 
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of the Commission. this morning to the premises. 
Our purpose in inviting you there was to demonstrate 
in a visual way that Co-operatives can do this job, 
because as you travel into other areas in Canada or 
go down into the United States, you will find there 
are many Co-operative leaders who will say that the 
Co-operatives can do an effective job in farm 
supplies, such as petroleum and fertilizer, but 
they cannot compete with the chain stores, and we 
wanted to give you this visual proof that: in this 
province we are competing successfully with the 
well organized chains who have competitive stores 
dn every city. 

We made available to your Secretary a 
number of the reports of the Sherwood Co-operative 
Association, and I have the assurance of Mr. Munroe, 
the manager, that if there is additional information 
which this Commission might require, it will be very 
cheerfully given. 

THE CHAIRMAN: Mr. Fowler, in the pre- 
ceding sentence you changed the wording from "we 
now have in our area, well organized co-operatives 
in every city." You read, "we now have in our 


area, well organized consumer co-operatives in 


every city." 
MR. FOWLER: Well, I am sorry. Either 
statement is correct. The statement here says 


organized co-operatives, and I am referring to 
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consumer co-operatives, 

THE CHAIRMAN: Is this merely retail co- 
operatives or would you include in that co-operatives 
selling supplies to farmers? 

MR. FOWLER: We include them both. Now, 
for instance, there is one city that does not have 
a store, that is Estevan, It is a well organized 
consumer co-operative and we call it a Rt ae 
co-operative. It distributes, gasoline, fertilizer, 
feed and lumber, but nft at the store, but every 
other city in the province has a well organized 
store, There are two stores that if Mrs. Walton 
were wanting a first-class party dress and living 
in these two cities, Weyburn and Swift Current, the 
places she would go would be to the Co-operative 
SvOore. 

Co-operative Savings Reduce Spreads: We 
have indicated above the savings for the organiza- 
tion in its last fiscal year, and have given accumu- 
lated savings. Undoubtedly the Commission will 
be furnished with this type of information from a 
wide range of co-operatives, local consumer co- 
operatives, marketing co-operatives and co-operatives 


of every type. 


CO-OPERATIVE SAVINGS, THEREFORE, ARE A MOST 

IMPORTANT FACTOR IN REDUCING THE SPREAD ON 
PRIMARY PRODUCTS 

Are Price Spreads Excessive? This is a 


hard question to answer. There is a popularly held 
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idea that they are, This probably stems from 

the agricultural producer who receives a low price 
for his product, sometimes less than the cost of pro- 
duction, and sees that Product in the hands of the 
consumer at a mark-up which represents an increase 
of several hundred per cent over the amount he re- 
ceived. Consumers, too, have felt there is too 
high a spread, but have not been as "vociferous" as 
has been the farmer, It is generally recognized 
that the spread does exist, else this Commission 
would not have been appointed, Whether the spread 
is reasonable or unreasonable it would be difficult 
to determine. 

In some of the material the Commission sent 
out they asked for illustrations. I do not know 
how important they are. I will give you one. 

It is conceivably one that may on the 
face of it be outrageous but might be more reasonable 
than one where the spread is actually less per- 
centagewise. 

In the store this morning I picked up a 
package of puffed wheat. It had a retail price of 
24 cents. It contained six ounces, thanks to the 
Organization of the Canadian Association of Con- 
Sumers from whom I have been able to secure a regu- 


lation that the weight of the package is on the 


goods. It had a weight of six ounces which said 


Tf the farmer received 
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that value for his wheat he would get $38.40 a 
bushel. I am sure he would settle for a lower 
figure than that; or contrarywise if you went into 
the value of wheat in that package it is slightly 
less than one cent. One might facetiously say in 
a 24-cent package you were getting one cent of wheat 
ena <5 cénts worth of puff’. 

In the same thing I have here a U.S. News 
and World Report of April 4th. The Commission may 
have seen this. I will leave the publication. 

The heading of the article is "The High Cost of 
Eating" and I want to read into the record one short 
paragraph. 

"Over all, the annual cost of the market 

"basket to the average urban family has 

"prone up by $122 from $920 in 1950 to 

4), O42 at present. The farmer's share 

"of this cost has dropped by $12, while the 

"middleman's has risen by $134." 

There is a great deal in the article, some of which 
may be of some value to the Commission. 

Some Causes of Excessive Spread: There 
are many factors entering into the spread (reasonable 
or unreasonable) as it exists today. The main 
factors may be outlined as follows: excessive profit, 
duplication of facilities, fancy packaging, multi- 
plicity of brands, trading stamps, gimmicks, ex- 


cessive advertising costs, etc. 
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Excessive Profit: The food industry 
has been traditionally a low-margin industry, but 
it has been an industry of "fast turnover", Pub- 
lished statements of those engaged in the food in- 
dustry, both processors and distributors, make much 
in their publicity campaigns of the low percentage 
of profit on sales, or the low percentage of profit 
per unit, pound, etc, However, an examination of 
Peotits in relation to capital investment, it would 
appear from those examined that many of the concerns 
engaged in the food industry have been Very proritanie 
indeed for the owners. I would like to refer to the 
Mareh 15 issue of "Saturday Night," where the "Weston" 
Empire is reviewed, One can only conclude that 
very satisfactory profits have been the basis on which 
this empire has grown, 

I have that page to leave with the Commis+ 
Sion. I will also add that Fortune Magazine pub- 
lished some very interesting supplements, which 
the Commission may have seen, One came out last 
fall listing the 500 major corporations on this 
continent and then it lists mercantile concerns, 
banks and insurance companies, and there you will 
find a very excellent source of data as to the ratio 
of profit on sales, profit to investment capital and 
total assets and so on. I think that could be ob- 
tained from the library or from Fortune Magazine, 


I would also like to read into the record 
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a paragraph in one of the most recent issues of Time 
Magazine. This is the issue of April 21st. It 
is under the heading of "Earnings", 

The article starts out by painting a rather 
dismal picture of the first quarter earnings of cor- 
porations in the United States, steel, railroads, 
and so on, and then it goes on with this paragraph: 

"Americans were buying more food than ever. 

"Kroger Company earnings hit a record of 

"1.27 up from 1.14 on fewer shares a 

"year ago. National Biscuit Company 

"expected slightly better earnings than 

"last year, as did General Baking Company. 

"Grand Union increased its dividend from 

"18 cents to 20 cents a quarter on the 

"pasis of record sales. And General 

"Foods, buoyed up by the first quarter in 

"its history, broke into the elite one 

"billion sales club for the first time 

"in the fiscal year ending March 31st." 

I would presume that is March 31st, 1958. I do not 
know whether that information is of any value to the 
Commission or not but there it is. 

Duplication of Facilities: In this connec- 
tion one might quote from a news item that reports 
evidence given to the Gordon Royal Commission: 

"The President of one of the largest 


"olants making refrigerators told the 


« 
6 
bode ; 
; 
ay ‘ 
. i 2 
i] 
‘ 
ad “byte! 
ter ic ahs 
| 
ns 
| 
: 
spate 
we phe 
ge ST Se 
‘ ed aut 
. ne ae Ne [= 
‘Or e 
ax 


oa 
er Fi ; 


+ F 
OM See atte 


: Me 
» Shel => 7 ' 
. 
a 
7 *- 
é ree? : ve 
o  },, Poe hr Af: 460 ene A 
| ‘ j . - 
= oe = = ¥ 
eft ela 
. & * gore che 
‘ ; ratce DS } we arr args >a ha: i ae ry. ay a 
eCity lh eats b 4 be eA thas 
P J : ae i 
‘ ' it is Tivie ry) re . 
es bes "te i 3 we ae tres afi 
ae at . 
5 VC Er * ate ‘ 7 Se vst 
oveeeretn 2M re-ete "ss « 
: 3 7 si . | 
- ; 
bes ‘ ey it nee. no 
at ey a Pau « OR os a ‘ale Fy} ap 
= . * ‘ s 
\ me % < ak 
etd ‘a i Ee. Darks: ae d 
“yi . ye ees eT rab dh) are . Pars Kes P 
M ; Py > . 
i -é a Re A ek eee : pn 2 
mye tri Wea re 5 a fire oes ones . xl - 
, Six i. 
: Md ig 75 ane at at r. aie .** 
&. Mae ba | Pye bak AS Pa ; a 
: * in . <e wee 
, a3Ps ee 4 ay" Ss {+ 
‘ Lis ne . 
pie, ; es me at b ES R e . b; 
Sp eee sf 2 he na 
d : i . 2 = 4 
teh ee ‘el loan, ie 7 weg) i bs Uo 
a hs i r* =? oe ; ¥ 
- . aha bo, | AT re ee £5 
*j + ?- 3 ¥F5 = er aos Utter a ak . 
‘ aks j 
2 bs 
po 8) ee gk by. ted — es S. eee’ 
; pud.tvesee : Fer Be > 
D one + i 
4 oye fsa “YA ae a eS é 
peste F oe A (aoe ‘ 
AST ELS hain 
Ce f bl e, i Fd a 
: ree » # Bs . ! ‘ 4 = 
— 
a 
3 + he ° * * * 
i . a9 . a) Je ptt s | x 
‘ ; 
: 4. Pa eer wit we Se 
4" bie oer ae © $3 tre x 
aot ee 
R yal * adieu cpa er ge Pe 
si os ’ . ike af ) a ‘7 Si} oF ' 
. Pin ie he 
me) s » e. < ‘ 

* eu waht 7% } 9 . 
« v bai tg Oe aed - Trae 
meth AY) GS ee 

+ P a + ct { 

~ & « 
. CA tute Old: : 
3/ + J , ' 
E : “a + 27 
a: Pee i tea 4 
oe BEDS ¥ ‘ve ai 
} q 3 Kot ey ped 
‘ 2 a Seca om Pe See ‘of 
. ) 
. 4 ° 
Dr. , ' oF : "ary By “ i as , - hi 
7 thats as : Faber Sr Bo ST ae > any en 
i , ‘ me eo & i 
a» a ¢ aay~-s . - i kes 
Ane yer Oise hee aos) jig Py t as 


“+ 
Ror A et 5, 
arnétli 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO os 1523 = 


"Royal Commission on Canadian Economic 
"Affairs that there were 22 such plants 
"in Canada, and that one well equipped 
"factory could have produced all of 
"Canada's refrigerator requirements in 
"1955, while working at only 50 per 
"cent capacity." 
Retail service stations are a good example of dupli- 
cation of facilities. We have no information 
whether or not such duplication exists in the pro- 
cessing of food products. We do know, from general 
observation of the expanding supermarkets in our 
city areas, that there is definitely at this point 
in time, an overextension of facilities necessary 
to serve the consumer with food. This over- 
extension of facilities can only result in higher 
overhead per total volume of food consumers, and is 
a very definite contributing factor to the cost of 
doing business, which is represented in the spread 
between farm products and tneir ultimate consumer. 
Multiplicity of Brands: Trade magazines 
report that there are over 5,000 inventory items in 
the modern supermarket today, and those who are pre- 
dicting trends, indicate that this will increase 
to at least 10,000 in the foreseeable future. The 
number of items include not only different kinds of 
goods, but different brands of goods -- in many 


cases exactly similar products under a different 
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brand name or in a different size or Shape of package. 
It 1s obvious that no consumer can make an intelligent 
choice or judgment on the quality value of that number 
of items. He is thus in a position to be readily 
exploited, and there are some suspicions that the 
consumer rather enjoys being fooled, At least he 
Beech perhaps she -— 1s an easy victim to subtle 
sales promotion, An instance will ullustrate one 
phase of this. 

In our wholesale warehouse we were handling 
two brands of an item. They were exactly similar, 
and of the same general type. Another concern felt 
it wanted to expand into this market and put on an 
extensive advertising campaign. Our Grocery Depart- 
ment manager circularized our store members that 
we would not handle this item, because the member 
was being adequately served with the two brands now 
available. Three weeks later it was necessary 
to change the edict because of pressure from co- 
Operative store managers relaying pressure from 
consumers who had heard about this and felt it was 
a brand they wanted to try. As a result we had 
to increase the warehouse space necessary to carry 
this particular commodity, and our expense in con- 
nection with this item was increased considerably. 

The same is true of the retail store which might have 
devoted 4 feet of shelf space to this commodity, 
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increased cost at the retail level, Unquestionably 
and irrevocably these additional costs find them- 
selves sooner or later in a wider spread between pro- 
ducer and consumer. 

Gimmicks; The historian of the day will 
probably describe the 1950's as the age of "gimmicks." 
The coupons, the premiums, the trading stamps, the 
contests, and every imaginable sort of device to en- 
courage sales, with the implied thought that the con- 
sumer is getting something for nothing -- some few do 
-- but on the whole the cost of this type of sales pro- 
motion is borne by the consumer. It does not make a 
better product, but it does increase the spread be- 
tween producer and consumer. It is admitted that 
if one retailer or processor is able to devise a 
scheme that he can work better than his competitors, 
he may increase volume sufficiently to cut his costs 
so that he can lower prices. We doubt if there are 
many instances where it has happened. 

Now I want to give an illustration of the 
gimmicks again in the store this morning. With the 
purchase of a box of breakfast food which had a premium, 
and this is it. By the same manufacturer there was 
the same commodity available at a lower price. The 
mark-up between the two was 23 cents. We took this 
premium to the manager of the hardware store and 
asked him, “You have something like this in the store, 


what would it sell for, and what would it cost?” He 
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said it would sell for about 19 cents and cost 11 
cents. I don't wish to file this as an exhibit, 

THE CHAIRMAN: There is nothing in it 
just now, 

MR. FOWLER: Nothing in it at the pre- 
sent time, I might wisn there were, Look what 
is going on here, POT be Pati 6h ie company should 
say it is selling crockery and it is throwing food 
in as a premium because in essence that is what it 
is aoing. Undoubtedly if the retail hardware 
manager is buying this for 11 cents in the volume 
it is bought by the manufacturer of the food it 
could be reasonably assumed to be less than that. 
So he is making a profit on crockery. We don't 
know whether he is making any profit on the food 
Orenot.. 

I would like to relate an instance of 
this gimmick, a thing which I think portrays what 
is going on. A close neighbour of ours has a 
nine or ten-year old boy. This family has been 
exposed to very heavy medical expenses in connec- 
tion with this boy. He listens to the radio pro- 
grammes and he has not sufficient intelligence or 
maturity to understand what is going on, He heard 
if he saved sufficient box tops he would get a 
bicycle and he saved the box tops and the family 
had to eat a particular type of breakfast food. 


He sent them in to the contest and of course he did 
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not get the bicycle. The boy was heart broken. 
The family felt they had to buy the boy a bicycle. 
That took money that could be ill-afforded. 

There is a moral issue involved. It hap- 
pens this family is a very deeply religious family 
and they are concerned with the moral issue. Here 
4s a boy enticed into a programme of chance, gambling, 
if you like, and they just don't know how to handle 
hee 

I am very grateful my children are grown 
up. I have heard this same thing from dozens of 
different people, the problem they face with the 
appeal that is made to children to create in them a 
false sense of values and if they are not juvenile 
delinquents they are off to a good start. I have 
no words to describe people who, for the sake of 
making money on the product, proselyte, or whatever 
the word is, children in order to achieve that end. 
Excessive Advertising Costs: 

The question is raised as to whether ad- 
vertising, which is used solely with the objective 
of increasing the profit rargin of the advertiser, 
helps the consumer to lower prices, or at what point 
does it become excessive and add to the overall cost 
of the product being advertised. Most of the ad- 
vertising is directed at endeavouring to switch the 
consumer from product (a) to product (b). A trade 


magazine recently reporting on "The $64,000 Question," 


. a i - 
paeeee Van fe fa 


ax" at} { 


‘atest «eee ily Gh od "badge 


o. -abepnemial PSs bein sand oe 


ae ets nt eae 
; =e, 35 j heehenent aveat ener oh bee's Set’ Op 
i? viene. epargiiak ae G8ae, ev . | eet tte 


aye BA 


Sere, | BURR L Een aa paler ‘ob eb ste, ‘yodd bas 
cc cmag sonata Ke ‘damivtgony + oda hestins Pomal at 
erttuit OY wor woud J Tob Feut aad bane (ae Loy a. 


a 


we ty) Ope ie ' : 


ee Rao Ove aM weak” (Sa tet 
| _ fanart, OTB. ReTbERAG Britten ee Se 
~he ‘BneS9h gowh. Baldy ‘sae "bida toed, aver, ne 


ib, “th iiyw.s0<?: atte bidoag’' a3 iota994. jogsegith 


eh 


6 malt AL 25 SAFO VOR nénbitis : ae  eban as sone heeage 
AEE aus a 


OL by perUl” vou, out swsrty th: bas asuLoy dy SEA, eats’ 


ee 

. avar a aittste beod' a ay S10 ste eats pinsupnileb 
a sie | “aus 

| es Sotse Bd: OF. Yaiw sigoes ndtroasb (2 abvow.on 


‘tevalserly to 380 gloaotiy Youbora ead Ho Xenon yaian 


i thoy > ge Ease 
ne 


hoo varlo stetios ios tobrs a nenbitte ef seven esd 


oe mm ae 
| F 


Feces. Serer nt aakatdrouhe ovpaat 
ne ese ws Cyd hee! | 


-~bs tet ait Resi we “boda ut mo tdaeup ‘eat. wee}, 


nx! phy Cae, “A tes 


evitosido, dy sito xisics Sean at dase wWilatdvew 


tealsrevbs ana sg: aiyten Sti0xg ods “sotanegeinh Yo: 


ey eS 
eed b 


oq tar. 38. %0.7, eewiite nawot aN TemuanoD pad eqled = 


a oe a4 
” 7 a5 a5 a % 
yet = t 


JBOD [istayve it; O23: bbs: s* 5% as smoosd 722 qeak>-: 
? fees ete i 2 eves 


AS 9 Note 
r 
the 


Aysg 4s aS s% 


a 


he add IO sao,  .ibéetr40bs ‘gated reas Ft 
tea Suet 


any dodtwy 6d Bi ssusveedas Fis Nav oer at SRA ae 5 
oy k. ‘ we oh 


hat? A de poubord> lod HPQy* ecg mor) camvenos 
: Sree . 
fD tees 000,404 st" no antidxeger yitineoe: salsaesamn 


et 
dg 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO E24 1528 oz 


indicated that as a result of this very popular 
programme sales of the sponsoring organization 
had increased immensely, but the cost had been more 
than budgeted, and therefore they were increasing 
the cost of the product to cover the excess adver- 
tising cost. Probably this programme resulted in 
an overall increase in sales of the total consump - 
tion of this particular product, but in the main it 
Succeeded only in having the consumer switch his 
patronage to the product advertised, to the detri- 
ment of others. The others undoubtedly may go 
out of business or may not, or may devise some new 
scheme, costly to the consumer. Our whole point 
in mentioning excess advertising, of course, is to 
point out that there is a point -- difficult to 
ascertain -- where advertising helps the consumer 
and where it hurts him. It is suggested that a 
great deal of the money spent on advertising today 
ends up in increasing the spread between the producer 
and the consumer. 

Again there is the statement in Fortune 
Magazine which gives in very great detail the amount 
of money spent by farms and by industries in relation 
to total sales. There is a great deal of data 
there if the Commission are interested in examining 
all the various industries. For instance, the 
cosmetic is highest and I think banks lowest in 


advertising budgets in relation to their business. 
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Joint Co-operative Action 
Can Reduct Spreads. 


It will be seen from the above analysis 
that many factors are entering into the spreads as 
oe exist today. Whether such spreads can be deemed 
reasonable or not is a matter of judgment, and perhaps 
opinion. However, we would say that whether the 
spreads as they exist today are reasonable or un- 
reasonable, they can definitely be reduced through 
joint co-operative action between producers market- 
ing and manufacturing co-operatives on the one hand 
and organized consumer co-operatives on the other. 

In outlining Federated's Merchandise 
Procurement Policy early in this brief, (a) Produc- 
tion or Processing plants owned by Federated, and 
(ob) Interprovincial Co-operatives, referred, with 
minor exceptions, to items in the non-food category. 
In the procurement of items in the food category, 
we prefer and definitely encourage item (c) Co- 
operative Producer Production Plants or Subsidiaries 
manufacturing Co-op labelled merchandise. At the 
present time all flour handled by Federated, and 
most of its member consumer co-operative stores, ne 
obtained from the Wheat Pool Flour Mill in Saskatoon. 
The bread under the Co-op label handled by Federated 
and its member co-operative stores, is baked under 
contract that provides that flour equal to the flour 


content of the bread must be purchased from the Wheat 
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Prod. imac |, We obtein considerable quantities of 
canned goods from farmer-owned processing plants, 

In fact, we have gone so far ag to assist in financing 
this type of plant by prepaying for goods not yet pro- 
duced, or even not yet grown. 

Farlier in this brief we mentioned the 
historic pattern of the farmer physically entering 
the home of his consuxer customer, and it is suggested 
that the co-operative action outlined above -- that 
is, producer co-operatives meeting consumer co- 
operatives -- is in effect recovering the strategic 
ground lost by the primary producer through industrial- 
azation. 

It is hoped this Commission will recognize 
that the individuals within our society, through co- 
operative action, have tremendous power, and if far- 
mers will organize co-operatives to own processing 
and distributive plants, and meet the organized 
consumer through his consumer co-operatives, there 
is a direct flow (as in the case of a bygone day) 
through non-profit, non-exploitative and non-waste- 
ful channels from the man who grows the food to 
the man who eats it. 


The Co-operative Movement 
in the National Economy. 


Many eminent authorities and references 
could be quoted illustrative of the above heading. 
We wish to quote two. First, from the report of 


the Royal Commission on Co-operatives, with the 
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Honourable E. M. W. McDougall as chairman (1945), 

page 30: 

| "Again co-operative associations appear 

| "to have developed most rapidly in fields 

| "where there are wide and rather rigid 
"price margins associated with government 
"control or custom, or where a multipli- 
"eity of outlets make for high costs of dis- 
"tribution and marketing as, for example, in 


"Western Canada where the whole organiza- 


"tion of marketing and distribution was 


“originally planned to serve a larger 
"nopulation than has actually developed. 
"Tf co-operetive associations can help to 
"orevent the development of unreasonably 
"wide margins and unnecessary duplication 
“of facilities, they will be performing a 
"pnublic service which governments can ac- 
"complish only with difficulty." 

From "The Co-operative Movement and some 
of its Problems," by Paul Hubert Casselman, Brotesear 
of Economics, University of Ottawa, page 153. From 
13 statements illustrating the economic benefits of th 
co-operative movement, we have selected the following: 

"The brcaking up of monopolies and 
"trusts which operate at the expense of 
"tho consumer by ‘establishing an alter- 


"native source of supply at reasonable 


"prices." 
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"The increase of the workingman's 
| “purchasing power and real wage by giving 


"him more or better goods for his money." 


"The more accurate correlation of 
| "demand and supply as a result of the 
| "greater certainty and regularity of 
"the consumer market," 
"The stabilization of employment 
| “which will result from the regularity 
"of demand and the absence of speculation," 
| All of which is respectfully submitted, 
A a 
THE CHAIRMAN: Thank you. We do have 
some questions I would like to ask you. 2 Aone 
know how long the question period might take; 1 


think we will break off for five minutes. 
---Short recess. 


THE CHAIRMAN: Come to order. I think Mr, 
Kidd has some questions he may direct to Mr. Hamilton 
Sravopne ol you. 

COMMISSIONER KIDD: IT think I would like 
to start with Mr. Hamilton first. 

MR. HAMILTON: Good. 

COMMISSIONER KIDD: On the first page of 
the Co-operative Union submission, would you explain 
for me the meaning of the phrase:'"The dollar value 
of services rendered’? 


MR. HAMILTON: Well, as indicated at the 
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top of page 2, the figure, the total figure of ser- 
vices rendered includes the value of products handled 
by marketing co-operatives, goods sold by merchandising 
co-operatives, such as consumer associations, policies 
issued by insurance co-operatives, and loans made by 
credit associations. 

In other words, it is the total figure 
involved in all of those things. For example, in 
the first line in the table, grain marketing, this 
figure fluctuates of course in accordance with the 
amount and the grades and the prices of grain, but 
Pies part of this. total picture. 

COMMISSIONER KIDD: Well, I was going to 
come to that next, and you have already answered the 
first part of the next question. 

Is there any significance in the other 
items? I notice that grain marketing fluctuates. 

The way you describe it other markets. have had a 
fairly steady decline, but then you come to distri- 
buting, consumer, credit and service, and these things 
ore up. What is the implication of those changes? 

MR, HAMILTON: We will take them one at a 
time. Service co-operatives, as I mentioned earlier, 
are as suggested, community halls, community curling 
rinks, and snow plow clubs that are organized on the 


co-operative basis, and so on, so we can leave them 


at that. There has been some increase obviously, 


as indicated by the growing size, 
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The production co-operatives, largely 
this refers to the co-operative farms which are 
organized as Federation of Production Co-operatives, 
so if we can leave those too. 

Credit, of course, refers to the eredit 
unions, and the credit union movement is growing. The 
number of credit unions is increasing annually as to 
the use that is being made of them, and the consumer 
co-operatives likewise as has been detailed by Mr. 
Fowler's brief. 

COMMISSIONER KIDD: Yes, but what I was 
getting at, does this indicate any change in the work 
of the co-operatives or in the services overall that 
they perform? Is there any indication of a change 
or 1s it just a growth pattern? 

MR. HAMILTON: Well, in so far as the change 
can be defined or described as a growth pattern, I 
think it is true. In other words, more co-operatives, 
rural co-operative associations, are building stores 
and bigger and better stores. This accounts for 
part of this, and then of course built into all of 
this is the inflated dollar value, of course, and 


also the fact that there has been generally more money 


ty wo reulLation. 


These are all facts, I think, that have 


to be recognized in reviewing the table. 


THE CHAIRMAN: But would it be true that 


your marketing co-operatives started earlier and in 
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the last ten years or so have remained fairly static? 

MR, HAMILTON: I would say so, 

THE CHAIRMAN: Whereas your consumer co- 
operatives have started later and are, in terms of 
volume of business, increasing now? 

MR. HAMILTON: That 4e a true statement, 
I would say. 

COMMISSIONER KIDD: On page 2, the 
earnings of Saskatchewan Co-operatives, how do you 
define "earnings"? Is this the excessive income 
OVer cost, or what is 16°? 

MR. HAMILTON: Excessive revenue over 
expenditures, I would say, yes. I didn't docu- 
ment it, but I take this from the Department of 
Co-operatives annuél report wherein there may be 
some definition, and I am sure that the Commission 
has at its disposal a copy of that report. 

COMMISSIONER KIDD: Now those earnings, 
do they in any way relate to the figures on the 
first page? 

MR. HAMILTON: Yes. 

COMMISSIONER KIDD: Is it fair to take 
those earnings as a per cent of the totals there? 

MR. FOWLER: I don't think it ie fair 
to take the total earnings as a total per cent 
because the margin, for instance, on the market is 
very low and the margin on consumers!' storage is 


much higher, so that if you were to take the $13 
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mMibiton as. a percentage of $485 million you -get: 
figure which would inflate the value of the sé@rvices 
of some co-operatives and deflate the value of others. 
I think you would strike an average there that would 
not be a meaningful average, 

COMMISSIONER KIDD: I was just wondering 
if 1t were meaningful because the relationship seems 
to be fairly steady, around 3 per.cent., I wondered 


if that had any significance. 
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On the next page and on page 4 you have 
cited four sections of your organization, the 
Wheat Pool, the Creamery Association, the Dairy 
and Poultry Pool and the Forage Crop Growe s. The 
brief gives some total figures of earnings and some 
increases of patronage dividends. Can you tell 
me in each of those groups approximately what per- 
centage of the selling price is returned annually 
in the form of patronage dividends? 

MR. HAMILTON: I could not for each of 
them individually, no. 

COMMISSIONER KIDD: About the bottom of 
the page there the Co-operative Creamery in 1956 
and so on -- you mentioned $19 million worth of 
sales and you mentioned a return of $3 million 
in patronage refunds and that is over a number of 
years. What would it be in a year? Again I 
am trying to get the percentages. 

MR, HAMILTON: T may just have a refer- 
ence here. This is one of the problems involved 
in speaking for a group of organizers. 

THE HAIRMAN: We would like to get as 
accurate information as possible on the patronage 
dividends in various forms of co-operatives. Could 
you tell us over the last ten years? 


MR. HAMILTON: Would it be all right if 


we furnished this to you afterwards? 


THE CHAIRMAN: I think that might be the 
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best plan. There are a number of places throughout 
the brief in which you could probably do a rough 
measure of it, but we would like it broken down to 
the type of co-operative service offered and to get 
the differences in refunds and these all related to 
the total volume. 

MR. HAMILTON: Yes, we have a reference 
that I have in my hand here but that reference is 
only for one year. I was unable in the time I had 
to prepare this thing to go to all the organizations 
ana get. “Lt; 

THE CHAIRMAN: Do you know whether there 
is any official publication or publication in which 
that information is provided? 

MR. HAMILTON: Well, yes. The annual 
reports of each organization over the years would 
document it. 

THE CHAIRMAN: Would it be too big a job 
to ask you if you would be able to look at those for 
us and take out some information? 

MR. HAMILTON: I would be glad to. 

THE CHAIRMAN: I think we would find it most 
helpful if you would. 

MR. HAMILTON: All these things you can 
find again in the Department of Co-operatives report 
but they somehow get buried by different definitions 
I was unable to extract that in. 


and so much volume. 


the short time I had and to bring it here before you, 
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I think the annual reports would be much better. 

MR. FOWLER: I think, summarizing what 
you were saying, we have quite an accumulation of 
figures for the last ten years. I think in the 
last stage they are available in volume of business 
per year. If they are unobtainable we will say 
they are unobtainable but in any case I am sure they 
can be obtained. 

COMMISSIONER KIDD: All the way through 
here, just more or less guessing at what the figures 
mean, there is an indication that patronage dividends 
run somewhere between three and five per cent. ii 
we could have the exact figures, as the Chairman has 
asked for, that would be very helpful to us. 

Still on page 3, there in the middle para- 
graph you say: 

"The effect which the Saskatchewan Wheat 

"Bool has had in improving the economic 

"DSosition of the western Canadian farmer 

"aannot be measured solely by the patronage 

"dividends which have been refunded to 

"the farmer." 

What you are saying there, I assume, is that for your 
own people you have been able to do the sort of thing 
you have set down here but you are stating that the 
other producers in this province have benefited in 


a similar way. 


MR. HAMILTON: In essence, the sentence you 
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read, what it intends to imply is that the patronage 
dividend has not been the whole value of these im- 
portant organizations but the people, the actual 
participation, the actual understanding, of this 
type of thing, is probably equally as important to 
the farm populace as a whole, 

COMMISSIONER KIDD: Not all the western 
Canadian farmers belong to your organizations that 

| you have set out? 

MR. HAMILTON: That is right. One of 
the companies that is not included in here is the 
Grain Marketing Co-operative. That operates here 
as the United Grain Growers. 

COMMISSIONER KIDD: But your implication 


| here is that the things you have done have had an 


effect on the market, on the well-being and on the 


patronage dividends, and all the rest of it, for 


gan whe farmers. 
Can the percentage of patronage dividends, 
at which we are guessing now, be related to the 


price spreads about which we are talking? For 


example, I was thinking of this exhibit of the 
crockery. First of all, can the Co-op have any 
regulation whatsoever over the type of product? 

You seem to indicate there was quite a point made 

of dislike of the type of product which was sold, but 


do I take it you do not have control over the type 


of product that is sold? 
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MR. FOWLER: No, that is a question of 
competitive patterns which are introduced to our 
great reluctance, We must admit we would like to 
see all that stuff out of our stores but the people 
come in and ask for it and until we can go through 
the proper techniques to carry on a programme of 
information education we have to go along with the 
gag, so to speak, much to our reluctance. That is 
the point. 

COMMISSIONER KIDD: Is that estimate of 
mine as to the patronage dividends -- how do you 
relate that to the price spreads of the food products 
that you are selling and that your people are buying? 
Has that any measurement whatsoever to price spreads 
as such? 

MR. FOWLER: Well, it is only part oF 17, 
As a member of a co-operative last year in Saskatche- 
wan my patronage refund was about four per cent. That 
reduced the spread as far as I was concerned by four 
per cent but a few reductions could be made, and by 
the patterns that we are suggesting, by a more direct 
flow of goods from the producer to the consumer, our 
costs would be down. We would have larger patronage 
refunds from the interprovincial and from wholesale 
organizations which would increase the patronage re- 
fund to the local Co-op where I deal. 

COMMISSIONER KIDD: On consumer co-opera- 


tives, page 5, generally speaking how do consumer 
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co-operatives! prices compare with the chain store 


prices? 

MR. FOWLER: One of the Rochdale rules is 
a competitive price. There is competition in so 
far as it is possible to make them so. One of the 


great difficulties of any merchandiser is the matter 
Bevo re Lie While general formulas are followed 
in relation to mark-off nevertheless the co-operative 
manager is alive to what his competition is doing. 
In the case of some of the city co-opera- 
tives the chain stores have their employees who do 
price checks. They come into our stores and they 
freely exchange information as to how our prices 
are standing with theirs. 
Another pattern of checking is to use the 
Women's Guild as an organization and to ask them to 
go out and do some shopping -- not to compare, but 
to go and buy something at this store and something 
at that store and to bring them back here and we 


will compare it. On that comparison we have found 


generally that the Co-operative store is competitive. 


There may be a difference of 30 or 40 cents or two 


or three per cent on a $15 or $16 purchase, 
COMMISSIONER KIDD: On specific products 

such as canned goods or any brand product, how do 

your products, let us say they are a Grade A product, 


compare in price with the Grade A product of some 


of your competitors? 
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MR. FOWLER: It would be nearly the same, 


That is, if you take their brand of fancy and the 


Co-operative label, the same choice, one would be the 


same, as far as it is humanly possible. 


COMMISSIONER KIDD: I think that is all, 
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COMMISSIONER MARTIN: I think from the two 
briefs which you have already presented we can, 
without too much risk, conclude that you are strongly 
in favour of co-operatives? 

MR. FOWLER: I think that is sort of a 
Pai reconctusion, 

COMMISSIONER MARTIN: On page 2 of your 
brief from The Federated Co-operatives Limited, in 
the last part you say under the heading Savings 
Record that you had a net saving of $2,076,790. 

This means the Co-operatives are paying income tax? 
MR. FOWLER: Very definitely, sir. 
COMMISSIONER MARTIN: On what basis, the 

same as other corporations? 

MR. FOWLER: I have yet to find a sec- 
tion in the Income Tax Act which gives any preference 
to Co-operatives, except for a new Co-operative for 
three years, the same as any corporation in Canada. 
We are allowed to deduct from taxable income patron- 
age refunds and private corporations are allowed 
the same privilege. The routines are slightly 
different. They must advertise. Every fall you 
will see in Western Canadian papers advertisements 
by certain firms that they propose to pay a patron- 


age refund to their customers. We have no privi- 


leges other than a new Co-operative that other 


corporations do not have. 


IT am not an expert on income tax. You 
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will receive the final brief from the Co-operative 
Union of Canada at your final sittings in Ottawa. 
We would like you to refer technical questions as 
to the income tax position to them at that time, 
We are operating under the same section of the 
War Revenue Tax Act as does any other corporation 
in Canada and we do pay income tax. 

COMMISSIONER MARTIN: On page 6 you 
mention some causes of excessive spreads and you 
mention that the main factors may be outlined as 
follows: excessive profit. What is excessive 
Drorit? 

MR, FOWLER: That is :a very difficult 
question to answer. I frankly don't know, but 
again referring to the Fortune Magazine where they 
listed five hundred corporations one was listed as 
having a net profit after income tax of 42 per 
cent on invested capital. I would say that is 
excessive. How far down you go I don't know, 

COMMISSIONER MARTIN: Should we conclude 
from that that in Co-operatives there is no exces- 
sive profit or could there be some excessive profit 
in a Co-operative? 

MR, FOWLER: In a Co-operative we dis- 
like the word "profit". We say saving, the 


surplus is a saving to the member. 


Again referring to the Income Tax Act, if 


a Co-operative does business with non-members, and 
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our organization does, we have to dispose of the by- 
products of our production plants outside our members, 
if ten per cent of the business is with non-members 
ten per cent of the net earnings are taxable. To 
that extent we are a private enterprise. When we 
make a profit on non-members we pay income tax on 
that portion. That is the only way we can say 
Co-operatives are engaged in private enterprise. 
Otherwise we say our excess of revenue over expendi- 
ture is a saving for the member, We like to use 
the words"saving" and "patronage refund", We try 
to get away from the orthodox wording of dividends 
ana=profrits. They are not compatable with the 
co-operatives. 

COMMISSIONER MARTIN: Coming back to the 
first brief on page 2, you give some figures on the 
earnings of Saskatchewan Co-operatives for a few 
years. Is it possible that those earnings may in- 
clude some earnings on processing or manufacturing 
products in addition to the earnings made on sales? 
Is it possible? 

MR. FOWLER: The statement of the Sherwood 
Association, if you refer to their sheet you will 
see before they arrive at the net saving figure there 
is a heading "Other Income". That other income is 
the patronage refund they receive from Federated and 
so that in the figures that you have on this page 


which, in so far as the consumer co-operatives enter 
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the picture, it does include what we call local 
savings based on merchandising, buying and selling, 
also includes patronage refunds they receive from 
Federated. The Federated patronage includes 
patronage refunds we receive from Interprovincial 
Co-operative, 

COMMISSIONER MARTIN: May I ask you another 
question, We had figures from some other briefs as 
to the effect of the net earned dollar value. In 
chain stores, for instance, it is lower than one per 
cent and I see by your balance sheet here the Sher- 
wood Co-operative already paid three per cent patron- 
age dividend on groceries, meats, drygoods and so 
on. How could you arrive at that? 

MR, FOWLER: I would say first it is 
not because we are smarter or better managers or 
better executives. We are proud of our executives, 
It is because we do the job in a different way. 

I don't think we could justify ourselves as a Co- 
operative unless we found a better way to do business. 


I would not be engaged if we had no further hope of 


savings to members. 
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MR THE CHAIRMAN: How would you describe the 
differences in the way that you operate in terms 
of merchandising? 

MR. FOWLER; Well, in the sense -- let us 
take the relationsnip between Federdted and its 
member Co-operatives, with their corporations, 
autonomous corporations. in tne language of the 
trade they are captive organizations, or we are a 
captive organization, and therefore many of the items 


of sales expenses which enter into the cost of some 


things in doing beusiness are not part of our cost. 
For instance, we have no travelling sales- 
men. Now that may be considered as something that 
is wrong, but nevertneless we are able to get almost 
one hundred per cent of our members' purchases through 
the idea that this is tneir organization, and that 
they should patronize it, and it is an economical 
waste to put salesmen on the road. Sometimes 
we use -- I am wondering if I am talking too fast -- 
we sometimes use this classic illustration: one of 
the earliest forms of Co-ops in the West was one or 
two or three farmers who joined together in the 
ownership of a threshing machine to use together 
for their mutual benefit. They would not hire a 
fourth man to put on the fence to tell them to use 
their own machine. That would be an economic waste 
and very elementary, and simply a waste, so nen 


| ia 
_— we say we do business a better way, we make use ol 


7 
ee ee ra"? a, 


Bw get 22 ‘parde ae ae 
ee 


a? bang heeden ‘oSewted ‘ahs oe ch sa 


.astdt Yercigron’ yrege: tte cubes aqo-e ia 
ond ‘Fo Syntahel wer ah ee ‘tinoaue 
2 Sra ay Wo" ,whotdsphased Svidgeo Sa8" dot shin 


Ne; 


siett ard 3 yk est TSs13cd. Sink, etiatinne e¥17gao 
use to’ se08 ‘ero adnt 4eans aotcw BSars{ne ‘totes %6 


eva OS 0 deg dey Sis dasnidied SAlob GP Bgnkie 


ee re . | : ‘Dip dil ) 
-eelse wikiisveds ‘or eved ‘om sOmeyend Ap | , | 


jaomia 293, of sldm STA. ope casiondteven, tate Aunoraw at 


. 


yond aseeniouug \ geitetlagar tp e-gnse 496 bet baat aie 


Ph 
» 


' 
tadd aitiidonee ea barshiangs- 30. Var JA? wo}! , em 
| 
; 


ene Anke .qotssaliterc = ted a eid3 ‘band asbt i 
| tastionos s nb at FE haa oF aslnoxtes Bivens Kare 
| fomtsomoe der a rio pomeel Ses 4g) 03 94s 4 
| ok Mew oes sotaley me, T EL grttebaow ms 7, -- 9au ae 

16 dso “inoteatdaullt Staasio etal eeu wom Jemeg i 


Soe 


ts0W aif? in). ag0-00,40.Amyol geotings sae 


4attenod% eeu od? siivis ant. sanirsand?, 8 10 eres y 


ah") > Wire 


e eid Poe ‘bihiok went .= sLiensd Jaudun zeit 9% 


sau of ene “fs? 52 eone tread. ac, oh | og ee anaes 
dom ws J Bet . y). 


10 SNd a2w 
= F ae oe = , lt a 
ety Hk IeiPaeds Hento, «sow aiGsriA'l setdd 70 ows 
| . steew olminges as ed: Glwow.JedT  ..SaLCose AWE ctaaty | 
| ; Ene he 
nets G& ,eeesw es VLow te: DAB, «eRe y remote Joy tae 
Le ad a ed oo tet 


- ee! ay; 


b | "20 opie “Shaw ale yew soda a pegmtent Gb eM yam 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO = 1549 a 


t 


ne consumer patronage Ownership factor, 


I have had people in so-called private 
enterprise, 


corporate enterprises, say they wished 


to God they had the kind of thing that we had, 


and 
wnat they would do with it, but they can't have nS 
They can 


't get the consumer ownership factor, 


That 
is my attitude concerning Co-operatives, sir. 
THE CHAIRMAN: You mean it is buyer aoyalty, 
would you, sir? 
MR. FOWLER: 


You could say it is buyer 
loyalty, or you could say it is good commonsense. 


ft am part owner of my Co-operative in Saskatcoon, 


We have the slogan "See your Co-operative first", and 
Jingt ae Co we Now it may be from my selling myself on the 


ideology and philosophy of the Co-operative movement 


that I can make people shop there because it is a 


good place to shop, and because they make savings. 


Perhaps if you ask them what the philosophy 


of the Co-operative movement is, you would think 
they are talking Dutch, but that illustrates that 


we are doing business in a more efficient way. 


Now, 
I may get an individual 


-- we have used, the Federated 
has used business management consultant firms because 


we want our techniques examined by people who are 


competent and one of the men who was an economist in 


Baltimore made this kind of statement. 


He wasn't 
sold on the philosophy of the movement, as some of us 
are, 


He said," I am in favour of the Co-ogerative 
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movement because it is the smartest way of doing 
business yet devised by man," That is from the 
standpoint of an economist, not from a devotee of 
the Co-operative movement, because in the censumer- 


ownership factor you have a pattern which cuts 


through waste and is a better way of doing business. 
I don't know whether I have made myself 
clear, 
THE CHAIRMAN: I think what I have got 
out of the statement, anyway, is referring back to 


the annual report Mr. Martin referred to the three 


per cent patronage refund on groceries, drygoods, 
and a combination of things,that I think we saw 
at the Sherwood Co-operative this morning. 

If you look at the data that we have 
had on the net profits of chain stores in the gro- 
cery business, they are considerably less than 

three per cent of sales. 

Now, there is one possibility. First 
of all, that your rate of refund on drygoods and 
other things that you have in Sherwood Co-operative, 
which are not in the supermarket chain store outlets, 
are more -- I shall not use the horrible word 
"orofits -- more profitable. They have a higher 
mark-up, let us say, than your groceries and so 
this three per cent is not an accurate measure of 
the refund on groceries because other things are 


| combined. Would that be so, and that the return 
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on groceries as such would probably be lower? 
MR, FOWLER: No, that is true enough in 
a very minor way. You see, some of the smaller 
and medium sized Co-operatives have what we call a 
flat percentage dividend. They will come out with 
8 per cent; it means that the person -- or 6 per cent, 
and some as high as 9 per cent, which means that the 
grocery purchaser is being a little favoured -- and 
the petroleum purchaser is not. 

Everybody is buying everything from this 
Co-op. When you get into a city situation where 
the apartment dweller is only buying groceries, 
and the farmer because he may be too far away to 
buy all his groceries is buying only petroleum, it 
is a wide margin. 

Then there is a pattern developing among 
the larger city Co-operatives to departmentalize in 
terms of the refund dividend, and you will see in 
the Sherwood Co-operative, Class 1, Class 2 and 
Classes 3 and 4, something like that; now, then, 
they put in those classes to actual net earnings 
as closely as possible. If you examine their 
operating statements that that department earns, 
and see that in the groceries it is three per cent, 
that is because groceries did earn three per cent 
within a reasonable period. 


THE CHAIRMAN: I see, Then let us 


) take it that groceries earn three per cent. You 
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can refund three per cent, That is much more 
than the net profits of grocery chain stores? 

MR. FOWLER: Right. 

THE CHAIRMAN: SO we now want to try 
and find out how you can do this and what I have 
got so far out of your statement is that because 
you have this attitude on the part of the buyer 
to the Co-operative ag such, you do not have to go 
out into the highways and byways and compel them 
to come in. They come in because of this relation- 
ship. 

Now I can see if this helps then you 
do not have to advertise to the same extent, you 
do not have to do things in order to induce people 
to come into the store that other people have to, 
Now that is what I have got out of it so far, and 
it is a factor, you would say? 

MR, FOWLER: Very definitely a factor, 
Tt don't need to furnish it, but let me put it this 
way: if we have anything to sell, it is an idea, 
sell the idea of ownership, sell the idea of co- 
operative action, joint action, mutual self-help, 
and so on, and some of our Co-operatives are 
autonomous. 

Now, Saskatoon Co-operatives have 
regularly a full-page advertisement about four 
or five times a year in the daily newspaper. If 


you look at the advertising of the chain stores, 
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special hams, and so on, and so forth. Maybe here 


is something that 1s a bargain and probably is a 


they will have pork and beans, two for a quarter. 
good price, and the idea of that is traffic builders, 
to get the person into a store so that they will 
buy not so many of the hams at a low price but buy 
some of the larger margin items too. The advertising 
of the Saskatcoon Co-operative was purely on the 
economy idea. It would have pictures of the re- 
finery, and pictures of their own jremises, pictures 
| of their staff -- these are your hired hands. These 
are the things you own, and pictures of Federated 
Co-operative buildings, and all that sort of thing, 
selling the idea through the printed road in ad- 
vertising. 

Now we have to go a little along. Some 
of our country co-operatives get out printed flyers, 
one every two weeks, to sort of advertise certain 
things in the Co-operative. We are not as pure 
as we would like to be, but by and large the reason 
that we make more savings in percentage of salesis 
not because we are smart -- I repeat -- but because 
we do the business in a different way, and I have 
outlined some of them. Our sales promotion in 


relation to what the chain stores do is at an 


extreme minimum, and we take advantage of the fact 


| that I am a member of the Co-operative, and I should 


ja] try it and I ought to 60 in there. Now that is 
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13. 200d commonsense, I should patronize the thing 
I own. 

THE CHAIRMAN: Might I try this one 
on you? I notice in the brief you refer to the 
Paetuthat traditionally, as in other countries, 
the Co-operative retail store is the low income group 
store, This is in the brier, This is a correct 
statement? 

MR. FOWLER: That is right. 
THE CHAIRMAN: Do you feel the same way 
about the. retail outlets in Canada? 

MR. FOWLER: I would answer it this way, 
that op. untild.-= and Iam talking about Saskatchewan 
~- our movement in the consumer side was strictly 
an agricultural movement. Farmers saw that this 
technique of working together to lower their pro- 
duction costs -- and refinery is another, and I 
think I can say in Ontario today that as far as 
their thinking -- if you were to suggest to some of 
the Ontario Co-operative leaders that they should 
have in the City of Toronto a store like we have here, 
they would think you ought to have your head examined, 
They say it cannot be done, so they have not yet 


tried to make an appeal in a broad enough way to 


the consumers themselves. It is purely an agri- 


cultural movement in Ontario. I don't know about 


Maybe Mr. Martin might offer a comment 
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there. We were just in Quebec and saw some 
wonderful Co-operatives. 

In Indiana, for instance, and some of 
the American cities, it is purely an agricultural 
movement. There are some city co-operatives but 
it is .00 percentage. In the last. five or ten 
years in Saskatchewan we have been able to interest 
non-farm people in the benefits of Co-operative 
movements, as illustrated in Sherwood, LOT ad; 
know the exact count, but out of four thousand 
members my guess would be not over three thousand 
are farmers. We have been able to interest non- 
farm folks in the Co-operative idea of a way to get 
better progress and save money. 

On this continent if you could get the 
figures, I would hazard a guess that in Canada and 
United States, 98 per cent of the members in Co- 
operatives are farmers, and they are the ones who 
need it most. 

THE CHAIRMAN: With reference to. the 
Sherwood Co-operative, do you feel that the members 
were a representative cross-section of the population 
of Regina and environs, or would they generally be 
the balance at least of the lower income consumers? 

MR. FOWLER: May I refer to my technical 
expert? Just referring to the economist on loan 
from the government, who is helping the Co-operative 


in many ways, and who is a member of Sherwood and so 
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on, he suggests that in his opinion the members of 
the Sherwood Co-operative are a pretty fair cross- 
section of the City of Regina. 

THE CHAIRMAN: This is a different 
situation than is generally true of Co-operatives. 
I tried to find the sentence in here which definitely 
says that historically the Co-operatives have been 
of service to low income groups. Page 5: 

“The Co-operative Movement, which 

"had its formal beginning with the 

"Rochdale Pioneers in the Manchester 

'areaof England in 1844, has spread 

"to every country in the world, It 

"ts invariably found among the low- 

"ineome groups of every country." 

I am familiar with Co-operative stores in Scotland 
and I gather that this is true that they are the 
store of the lower-income families and that their 
merchandising is conditioned by this factor and 

is aimed at the people to whom a penny is quite a 
lot of money, in fact, and who are prepared in shop 
an order to save a penny. That is not true of 
Sherwood? 

MR, FOWLER: No, it is not true of 
Sherwood. Mr. Brownstone suggests that the store 
is inevitably developed among the low-income group 


-- that may be true, and I think there is some 


concern. 
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Mrs. Fowler was recently on a trip for 
the Co-operatives in the Old Land, She sees some 
development in more of the middle class families, who 
want to become members of the Co-operative but in the 
main, for your own information, and my own under- 
standing, it runs that traditionally they are a 
development from the weavers in Manchester and is 
continuing to quite a large extent for the people 
who need it the most and who make the effort to 
build their Co-operative and they have built some 
tremendous ones there, as you know. 

THE CHAIRMAN: In view of the fact that 
this is not true of Sherwood, I will not pursue the 
point, but what I had in mind was that we have heard 
quite a bit in evidence about the lack of price com- 
petition and that the consumers do not always have 
@ choice between a reduced price or additional ser 
vice or gimmicks along with the commodity. Now, I 
take it generally the stores in a general way direct 
their merchandising at products which will, across 
the whole range of consumers, effect the greater 
sales, but there is no differentiation of stores -- 
there may be in brands and different qualities and 
things -- but there may be a place for stores which 
aim at savings to buyers and will appeal by their 


methods of merchandising to the people to whom 


savings are important. They may be Scotch or 


they may be low income, whatever the reason is. 
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What I was trying to develop with that was 
perhaps the Co-operative retail Stores do this but 
apparently that is not true with Sherwood and so I 
Mit let 1t go. 

MR, FOWLER: Well, I think in answer to 
the previous question, as I said, towards the end, 
Sherwood are competitive with the chain stores in so 
far as it is humanly possible to do so. 

I agree it is a great paradox as to whether 
in fact there is real competition in the same sense. 
In some there is and in others there is not, but in 
the food stores I think we have to say there is 
some reasonable competition at the price level; that 
prices which are inflated by uneconomical practices, 
such as excessive costs, duplication and that sort 
of thing, the Co-operatives are rendering a major 
service to their members by providing cost and 
services at the going and regular price and making 
savings by a profit pattern operation and by elimina- 
ting some of these excessive costs, as far as possible. 

THE CHAIRMAN: Thank you very much, 

COMMISSIONER KIDD: There is just one 
thing more. I notice that in 1955 the Sherwood 
Co-op's expenses were almost identical with the 
operating expenses of the chain stores but where 


you seem to have parted company was on the gross 


and 
margins; which was 16 per cent for the chains 


22 per cent for the Co-ops. 
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I suppose there may be two reasons for 
that. One would be the different methods of book- 
keeping, and two would be the different types of 
costs. I would gather from what you have been 
saying that you believe the latter of the two is the 
answer. Would you like to comment further on 
that? 

MR, FOWLER: Well, we have found it ex- 
tremely difficult to get the figures on which we 
could compare our operation with others, to compare 
how we are doing. 

As you get the published statement from 
the chain stores, there are few of them and unavail- 
able to us. We do not find the information where we 
could compare gross margins because we do not know what 
method they use in arriving at gross margins. 

There is certain information en masse 
avellaple at D.B.S. That was printed in one of 
the briefs put in, I think, by the Farmers! Union. 

I do not know how valuable those figures are in this 
matter of comparison and so far we have not been 
able to get the kind of figures we would like tO 
see. That is why we are doing it in gross margins 
less expenses and patronage refunds and all we know 


4s when last August came along we had more money 


left over than they did. 


There is another factor which, I think, 


perhaps has not been stressed in our brser . That 
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is the impact of Co-operative operation on general 
price levels. 

We have quite broad data on that in foods, 
which would be helpful to you. 

There 1s the story of the refinery and of 
its impact on the price levels at the time. 

We had some very interesting information 
from Ken Harding last night on the impact of the 
base Co-operative on price levels in all this vast 
Co-operative operation, that we do not think we can 
overlook. We have created conditions in the 
market and the other people benefit. We call it 
"milking the cow through the fence". These people 
do not see the cow, th¢y do not provide the barns 
and in fact they do not do anything but they reap 
the benefits of the Co-operatives. That is one 
of the sore points of any Co-operative. 

That brings to mind a rather humorous 
story. One of our pioneers was talking to one of 
the chaps who was in town and this chap shtae 7 
am just in town and made a good deal for my gasoline. 
By gosh, I made a pretty good deal," and the director 
said, "Well, you know why you were able to make that 
deal, don't you?" "ves, it is you guys. I hope 
you got the guts to stick around." 

COMMISSIONER MacKICHAN: One of the 
1t to compare 


features which may make it difficu 


this balance sheet here by gross margins is that the 
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three larger items in particular, the service station 
shows a gross of 32.25 and 30.4 in another item for 
a service station, and then there is the bulk petroleum 
which are not ordinarily services rendered by the 
chains, and those two high items would raise the 
others out of proportion and make them very good 
comparative figures. 

MR. FOWLER: I think I stated here =-— may 
I look at this a moment -- I haven't got a copy of it 
-- that an attempt to express in the patronage refunds 
what the department has actually earned, as we did 
tu, ts as close as possible. We do find -- going 
to the right hand column, that the gross margin in 
the petroleum business is around 10 per cent and the 
grocery under margin operating income is four in 
the case of one store and two in the case of another. 
That was the colum from which the figure 22.16 was 
taken, 

COMMISSIONER MacKICHAN: Were you check- 
Mie-agaitist Lor 16 for the ehain store? 

MR, FOWLER: Yes. while those associations 
had a total gross margin that did not includesevery- 
thine*=="that is the average Figures Etre Vasbit 
misleading, I am sorry. If you are going to com- 


pare our operation with the chain you should take 


the gross margin of 16.51 and 15.37 as being 


reasonably near to what the chains are doing. For 


the purposes of comparison 22.16 cannot be compared 
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because no other competitive organization is doing the 
horizontal integration the Co-operative is doing. 

COMMISSION MacKICHAN; We don't seem to 
have the same objection to horizontal integration 
as we do to vertical. 

MR. FOWLER: No, that is another question. 
My grandmother was the original inventor of vertical 
integration. She milked the cows while my grand- 
father was doing something else. She separated the 
cream and made the butter and took the butter into 
town and sold it. That was vertical integration. 
That 2s where it started. 

COMMISSIONER COUVRETTE: Is your store 
doing business only with consumer members? 

MR. FOWLER: No. If you walked in today 
and made a purchase the clerk would have said, ‘Have 
you a number, sir?" And you would have said, "No." 
Then there would have been a slip made out for that 
purchase which would have gone in a certain slot. 

Had I made a purchase I would have given the number 

3266. That would have gone in a particular slot. 

The non-member purchases are added up and become. the 
non-member business on which there is income tax 


payable. 


COMMISSIONER COUVRETTE: What would be the 


proportion of business done? 
MR. FOWLER: Well, in a store like Sher- 


wood, I should not be exact, 4t would be very small. 
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It would be less than ten per cent, They make an 
effort to contact people and say, “Have you a number?" 
They invite them to become a member of the Co-opera- 
tive. 

COMMISSIONER MacKICHAN: Would you like to 
change the wording of that? Would you say your 
income tax would be paid on a different basis? There 
is income tax on the member business as well as on 
the non-member business? 

MR. FOWLER: May I say there are three 
factors which determine whether a Co-op should pay 
income tax. One is non-member business. Sr et 
Co-op has a million dollars and it has ten per cent 
of members the taxable income is $100,000. That 

| Co-op may decide to put $150,000 in reserves, on 
which it goes up on the $150,000. Another factor 
is three per cent on capital employed, which is kind 
Wr Mut eance’. It does affect some Co-ops. When 
you get to Ottawa you can §0 into that and have a 
moe full, 

| COMMISSIONER MacKICHAN: I don't want any 

wrong impressions. 

MR, FOWLER: In a good many instances the 
| thing which sets them out 4s that portion of the 
business they do with non-members. You will find 
different situations in different areas. 

COMMISSIONER COUVRETTE: On the question 


of the refining aspect of publicity and as you 
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represent both producer and consumer, we have seen 
in our previous brief where producers, of course, 
are anxious to get as much of their product as pos- 
ible on the market, Would you be in a position to 
tell us what the producer thinks of the publicity 
and the merchandising which after all esertainly 
brings in sales and helps the sales? 

MR. FOWLER: There are two factors involved. 
Let us take the producers! co-operative which is 
attempting to reach as close to the consumer dollar 
as possible or the consumer home. It may be a 
dairy which instead of selling its cream to another 
dairy will reach into the home with its butter and 
ice cream and fluid milk. That type of co-opera- 
tive having products to sell to the consumer must 
advertise and does advertise. Our Co-operative 
Creamery is in the position of selling to non- 
members a product in convenient form so it is com- 
peting with other firms for the consumer's dollar 
in the rugged competitive fashion. It does a 
considerable amount of advertising. If that. 23 
your question I think a member of that Co-operative 
would be all in favour of an advertising asians 


that would increase the sale of his product ina 


convenient form. 


Now, that is opposed on the other side of 


the coin to the member of the consumer Co-operative 


who by and large is not anxious to see some of his 
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savings spent on advertising. He does not want to 

read the ads, he patronizes them because he owns them. 
A member of the producers! Co-operative is in favour 
of an advertising programme to increase the sale of 
his farm-produced product. A member of the consumers'! 
Co-operative is not so much in favour. 

COMMISSIONER COUVRETTE: In your opinion 
with the cutting down of much of that publicity, 
what effect would it have on the sales? I am trying 
to form an opinion on the subject because we have 
heard about undue publicity and so on, I am wonder- 
ing if cutting down heavily on that publicity would 
mean a lot of damage to the producer, 

MR. FOWLER: Again I say there are two 
factors involved. If you cut down the advertising 


proportion for the producer or marketing Co-op you 


will injure your member. There is a Co-op 
here which has an enviable record, It does a 
minimum of advertising. It has spent money on Co-op 


education to sell the idea through meetings and var- 
lous other media. We have a house organ which is 


sent to all the members with the Co-op story in it. 


| Here is an illustration of a Co-op that 
has done remarkably well with a very minimum of 
formal advertising programme. That is a consumer 
Co-op. The consumer Co-op, I think Lt. 18:8) fair 


statement, has to do considerable advertising. 


a MR. HAMILTON: I think Mr. Mumford 
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suggested that advertising is an investment and pays 
off in terms of increased volume of commodities sold. 

COMMISSIONER COUVRETTE: It is selling 
cups without saucers, maybe, 

MR. HAMILTON: We were thinking of a 
more unobtrusive type of advertising, really. 

COMMISSIONER WALTON: You have your own 
Co-operative labelled products. You had quite a 
few in the store this morning; I didn't have time 
in the short visit we had to examine them, but 
in your brief, page 11, an earlier mention was made 
of the fact that this sort of competition, the same 
product in cans with different labels, how do you 
work it out in your own Co-operative store? You 
have your own Co-operative bread; at least, I saw 
it displayed there with a wrapper which I believe 
is made by another company? 

MR. FOWLER: That is right. 

COMMISSIONER WALTON: And 1t competes 
with other bread with different labels, or unwrapped 
ao, Way De. You have had several products there, 
your Co-operative fish brand -- I believe it came 
from your part of the country (indicating Commis- 
sioner MacKichan). What about the Co-operative 
rows of vegetables, facial tissue -- do you just 
carry that one Co-operative brand name? 

MR, FOWLER: No, we would like to. i 


think I used the phrase before, to be pure. We 
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haven't reached the stage of Utopia that our member- 

ship will trust those charged with the job of pro- 

curement to procure for them products of quality. 

In theory that ought to be true, and probably a 

great number of people competing can make a better 

choice than the average consumer in this very complex 

age. We therefore say that when our Co-operative 

label goes on we are trying to have not more than one 

or two other brands, and we are not very successful. 

We just don't know whether we should take an arbi- 

trary position when a person comes in and wants to 

buy a certain brand of coffee which we don't have to 

send them out or attempt to meet them. We try 

to meet them in some way. Through education we 

try to educate them to our brand because we tell the 
store that the brand, the Co-operative label is a 
label of quality. It is carefully selected and care- 
fuly seleeted placed. We use the colouring of red, 
blue and green in lieu of the fancy, choice and stan- 
dard, and we have not carried on enough education 
about that. There is some confusion about it. 


COMMISSIONER WALTON: There is about. fancy, 


choice and standard too? 
| MR. FOWLER: I don't know what is the 
answer there, but we do that. When you buy a 
Co-operative label you are getting a product of quality 


| at a fair price, and through that label you concentrate 


_ the purchasing power that results in ownership. Now 
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the usual steps are these. 

In coffee, when we have enough volume we 
gO a private blender or manufacturer and say we want 
X quantity under our label, and we want to check the 
standards. So for a number of years we went to a 
blender to put up our coffee. We 

Our volume now is sufficient that we have 
along with other regional wholesalers a blending and 
roasting plant in Vancouver. This makes addi- 
tional savings for the members, so the purchase of 
the Co-op label can be an assurance of a product of 
quality at a fair price, and an avenue to ownership, 

An outstanding illustration is told here 
that by buying co-operatively we now have a refinery 
which has a competition value of about $20 million, 
and all the cash the people ever put 


$32,000, and they got it just by simply buying 


Co-operative label gasoline. That is an over- 


Sampiification, but it 1s a fact. 
There is a great deal of confusion about 
| labels, and we are somewhat hazy. We are conducting 
a sort of miniature royal commission, if I may use 
that term, in our staff on the whole question of the 


Co-operative lebel, and if this Commission or anybody 


has any ideas we would like to take a look at them. 
COMMISSIONER WALTON: I was just interested 


| in the Co-operative cannery where you put your own 


iz lebel on You had sufficient quantity to have these 
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labelled with your own brands that came back from the 
other companies, You found in your experience that 
was an unnecessary added cost? 

MR. FOWLER: Well, we haven't achieved the 
goal that we wanted to achieve through the Co-operative 
label. We thought we would be able to have in the 
smaller stores nothing but Co-operative labels, and in 
the smaller stores you will find buyers from Saskatoon 
or Prince Albert or Regina, and they may move there, 
and they have been told about Co-operatives and would 
like to try this Co-operative idea, but they expect 
the same kind of labels as they had, and we have to 
meet them a bit, and so we are disappointed that we 
have not made as much progress in the Co-operative 
label programme as we had hoped. 

COMMISSIONER WALTON: But you have not 
adopted the orthodox or unorthodox manner of advertising 
or promotion? You have done it through the educa- 
tional work which you have been trying, but you have 
paid advertising costs to? 

MR. FOWLER: Yes. 

COMMISSIONER WALTON: A different form. 

MR. FOWLER: We have tried to do it our way. 
Maybe we are wrong. T wish I knew the answer to some 
things but not everything. 


COMMISSIONER DRUMMOND: Just two questions. 


Among other things you mention in the first brief, I 


believe, that there is the Saskatchewan Honey Producers 
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Honey Producers Co-operative. I understand also 
that apart from your Milk Board the only marketing 
board existing thus far in the province is the 
Honey Producers Board, Iam just wondering what is 
the distinction between the Honey Producers Board 
and the Saskatchewan Honey Producers Co-operative it- 
self, why you need the Board when you have the Co- 
operative? 

MR. HAMILTON: I can't answer the question, 
quite honestly. There is some confusion in my mind, 
I must admit, as to what is the difference between 
the Saskatchewan Beekeepers Co-operative Association, 
for example, and then the one we have referred to. 

I think that largely the Honey Producers Co-operative 
is a Co-operative for the purpose of assembling re- 
quirements rather than the selling of the honey, but 
I am open to question on that. I don't know. 

MR. FOWLER: Perhaps I may make this 
general statement. You see, there is this sharp 
difference between purchasers marketing and Co- 
operatives, and consumers using our refinery, as an 
example. We want about 120 million to 150 million, 
and we have an economic market. As long as we know 
we can make those substantial savings then the fellow 
who takes to buying his products from other 
refineries cannot have an impact on our operations. 


We have got an economic unit, and if we take maybe 


| 20 per cent of the business, or maybe take 50 per 
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cent, we have got an economic unit as long as there 
are enough members who will patronize us. But 
those factors do not obtain in a producers Co-opera- 
tive. 
A producer can market maybe 50 per cent, 
SO we say hypothetically, of the volume produced 
among its membership, the other 50 per cent outside 
staying outside can wreck the market and render 
Admpotent the operation of the Co-operative, as I 
see it. I am not an expert on this, and there may 
| be others who are attending this meeting and who may 
be presenting a brief in opposition. 
I think generally the marketing Co-operative 
| if it 1s to be a fully -- hit a full impact on the 
price -- must have the assistance of marketing boards. 


I think that is the story of the Honey Co-operative, 


and that while it has the majority of the product 
the few who remain outside can break the market and 
therefore render inoperative the combined efforts of 
the seventy or eighty per cent. 

I feel I am answering the question of a man 
who perhaps knows a lot more about it than I do. 

COMMISSIONER DRUMMOND: It is a tremendous 
subject and very important. 

My other question relates to your statement 


on page 7 of the second brier where you state that 


there is definitely an over-extension of facilities 


necessary to serve the consumer with food, and the 
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implication is that those things definitely con- 
tributed to the width of the spread during recent 
years. 

Now it 1s generally realized, I think, 
that the last few years has been a period through 
which there has been a very pronounced expansion, 
not only along this line but along economic lines 
Severaiiy in this country; and in this part of thate 
country. Do you feel that this general expansion 
can be thought of as over-expansion, or do you think 
that during a period of expansion such as we have 
had, over-expansion of marketing facilities is 
inevitable? 

MR. FOWLER: Well, under a competitive 
system it is perhaps inevitable that stores looking 
to the future say: "We are going to establish a 
store here, knowing we are going to have losses 
for a number of yews," 

Whether that is sound or not, I am not pre- 
pared to say, but that loss is an uneconomic expan- 
sion at this point in time and shows itself up in 
excessive spreads. 

COMMISSIONER DRUMMOND: There is no 
question at all but that expansion of facilities 
and the growing width of the spread certainly cancel 
in point of time. Tt is a question as to the extent 


of the cost factor and relationship. 


MR, FOWLER: I think it is a factor. One 
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At 


Sia .vne, onings that is brought out in the U; S. 
News Report, which I filed, and it was brought out 
in other briefs, is that there is a climbing of 
the spread and perhaps what you are saying there 
and what I am saying is that that is one of the 
factors in an ever-widening spread. 

COMMISSIONER COUVRETTE: There is only 
one more point. On page 3, about at the three- 
quarter mark of the page, it seems you wanted to 
resist a lot of pressure on the consumer's part 
pefore you handle a certain brand. Would you 
not say that it is a matter for the retail outlets 
to try and service the consumers whether they want 
and <bike 10? 

MR, FOWLER: Well, somebody has described 
democracy as that system of government which lets 
people make their own mistakes. Perhaps we are 
all wrong in suggesting that the spreads are too 
wide. Few people are complaining about them and 
the consumers induce them by uneconomic habits. 
| Perhaps we have not the right, as a Co-operative 


organization, to be the police dog of their economic 


destinies, by suggesting these things are wrong. 
Nevertheless that is the way we feel about this par- 
ticular item. 

I do not want to mention the firm's name, 
I do not think it is fair, but I can show you the 


) store, and the consumer did not require in any Way, 
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shape or form that additional brand and to buy it 
meant that the consumer was going to pay more 
eventually, I think, because you just don't get 
rabbits wut, ofa hat. 

You are not going to use six feet of 
space for shelves when four feet will serve, and your 
shelf space in the store is your revenue-producing 
space. 

You do not increase your efficiency at all. 
You are not going to get more of this particular 
commodity for the same price. You are just going 
to increase costs. 

Maybe we have no right to say we are the 
guardian of the economic destiny of the consumer. 
Maybe we are taking in too much territory. 

We feel that we should, inasmuch as whole 
groups in competitive enterprise, are looking the 
one way we think there ought to be some take a 
longer view and look the other way. That.is 
probably justification for our acts. 

COMMISSIONER COUVRETTE: I do not think 
it is anything that should be taken as against 
Co-operatives in particular. The reason for my 
question was that we have to try to explain the 
ices and find out whether 1t is fair 


spread in pr 


and whether the reasons for it are fair, and so on. 


And it has come before us time and again that too 


much policity and too many brands, and so on, affect 
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this and enlarge this spread. 

If it comes to a choice between saying 
that that is so and that the consumers really want 
it that way, would you not think that that is the 
point, that we should consider the buyer? 

MR. FOWLER: Well, I suppose so. i do 
not know whether that is something we could go along 
with. It has been suggested that we should hold 
the line and as @ consumer I would say hold the line 
and do not be uneconomic in your operations, and if 
there are people foolish enough to want to get a 
store where they can buy these things, maybe they 
should go to another store. 

We are trying to observe the middle course 

| for our Co-operatives. If it looks uneconomical, 
| our direct measures will be to measure them to some 
point in time when we will be more efficient. That 
| is the middle choice we have chosen in this respect. 

COMMISSIONER COUVRETTE: That brings another 
question. One always brings another. 

On the preceding page, in the same para- 
graph, to which Dr. Drummond referred a few moments 
ago, J had a note there -- 4t looks to me that it was 
kind of a new attempt for controls that were more or 
less like the controls we had during the war period. 


MR. FOWLER: To what page are you refer- 


Ing, Sir? 


_ COMMISSIONER COUVRETTE: Seven, in the 
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second brief. 

MR. FOWLER: No. There 1s an implication 
there that we have chosen controls for the consumer 
organization to control its own destiny. We 
again do, shall we say. We do not think -- unless 
we are going to have a firm recommended economy -- 
you cannot start controlling a part of it without 
BonoCrOuLIineg all .of Lt. lego not think 2% is de- 
sirable for our people. We think effective con- 
trols can be worked out for consumers in sufficient 
volume to organize and do their own controlling 
themselves. They ought to be there to do that. 

COMMISSIONER COUVRETTE: I do not like 
to enter into any other questions. 

THE CHAIRMAN: I think this is a fine 
place to stop. 

We are very grateful to you, Mr. Fowler 
and Mr. Hamilton. It has been a very interesting 
session to us. 

We will now adjourn. 

MR. FOWLER: Mr. Chairman, may I thank you 
for your very courteous treatment and very kind 
questioning. 

May I say that perhaps our approach was a 
little conditioned by the fact that both Mr. Hamilton 


and myself have had experience in sitting on the 


‘other side of the fence, I was honoured to be a 


member of the Saskatchewan Royal Commission 
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on Agriculture and Rural Life. Mr, Hamilton was 
one of our secretaries. 

We note that all of you have had your 
burden, I think, somewhat lightened by the presence 
of a very charming lady as a member of the Commission, 
as we had. Mrs. Walton has perhaps more doubt- 
ful times ahead, - She has six men to watch over, 
Mrs. Adams only had eight. 

Perhaps you have noted that Mrs. Adams, 
our fellow commissioner, has been selected to give 
the convocation address at the University of Saskatche- 
wan and has been awarded an honorary doctorate. We 
hope perhaps that the patterns are being shaped that 
may have implications in other areas. 

Again, thank you very much, Mr. wshairman. 

THE CHAIRMAN: Thank you, We will now 
adjourn to open on April 28th in Fredericton, New 


Brunswick. 


---Whereupon the hearings adjourned. 
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